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CREATING A 2 1ST CENTURY GOVERNMENT 


FRIDAY, JULY 14, 1996 

House of Representatives, 

Committee on GtovERNMENT Reform and Oversight, 

Parma Heights, OH. 

The committee met, pursuant to notice, at 10:06 a.m., in the 
Greenbrier Theatre, 6200 Pearl Road, Parma Heights, OH, Hon. 
William F. Clinger, Jr. (chairman of the committee) presiding. 

Present: Representatives CKnger, Schiff, ZelifT, Horn, Mantosh, 
Flanagan, LaTourette, Sanford, C. (i)ollins. 

Also present: Representative Stokes. 

Staff present: Jim Clarke, staff director; Kristine Simmons and 
Monty Tripp, professional staff members; and Judith McCoy, chief 
clerk. 

Mr. Clinger. The Committee on Government Reform and Over- 
si^t will come to order. 

First of all, I want to welcome everybody to this hearing with the 
full Committee on Government Reform and Oversight. It is our 
first hearing on what we call creating a 21st century government. 

Voice. We cannot hear you back here. 

Mr. Clinger. OK How is that? 

Voice. That is fine. 

Mr. Clinger. OK Again, I will welcome everybody here for what 
is our first hearing in a series of hearings we intend to hold around 
the country soliciting the views and suggestions for how we can 
make government work better, work more smoothly and work more 
efficiently. Our overall goal is to fashion a government that will be 
adequate for the 21st century. 

Before I go any further, I want to thank a distinguished member 
of this committee and this area’s Representative in the Confess, 
Steve LaTourette, for hosting the committee today. And also to 
thank his staff and all of you for putting up a lot of hard work to 
ensure the success of this hearing today. 

Steve, I believe you would like to introduce our host. 

Mr. LaTourette. I would, and I thank you, Mr. Chairman. I 
want to begin by welcoming you and the other members of the com- 
mittee to northeastern Ohio and Cleveland. I do not want to sound 
too parochial, but I think that you have made an excellent choice 
for the first field hearing as this committee determines ways to re- 
structure the Federal Government to make it more responsive and 
less intrusive and less expensive to operate. 

I want to also chime in and add my thanks to Mayor Paul 
Cassidy and the city of Parma Heights and his service director, Joe 
Tal for their cooperation. 


( 1 ) 
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At this time, I would like to introduce Mayor Cassidy and invite 
him to issue words of welcome on behalf of the city. [Applause.] 

Mr. Cassidy. Wisely, the Chair informed me that I was allowed 
30 seconds. [Laughter.] 

Welcome to Parma Heights, OH, U.S.A. We are very pleased, 
very proud to have you here to conduct these hearings. Wlien I was 
a boy, they used to say Congress does not run, it waltzes. I have 
changed it now that Congress does not run, it travels. 

In the past, we have had school boards and hospital boards and 
all sorts of agencies of government come and conduct their meet- 
ings and their hearings in a setting like this, but this is the first 
time ever that we have had the Congress come to us instead of us 
needing to go to the Congress. I think it is great on behalf of the 
people of the city of Parma Heights, and more than that, on behalf 
of the people of this part of Ohio, I want to thank you and tell you 
if there is an^hing we can do to make your day here both produc- 
tive and comfortable, we will certainly do it. 

Thank you for being here. [Applause.] 

Mr. Clinger. Thank you very, very much, Mayor Cassidy. We 
look forward to spending the day in your fine city. 

I also want to acknowledge the presence today of the dean of the 
Ohio delegation. Representative Stokes, who is joining us here and 
we are grateful to have his attendance at this initial hearing. 

This morning, we are going to hear from a number of distin- 
giushed witnesses, all, I think, with insight and experience in cre- 
ating a leaner, more efficient and more effective organization from 
businesses or governments that were less than lean and mean. Our 
hope is that we can learn from these witnesses and then apply 
those lessons to our efforts in Washington to ensure that we have 
a Federal Government that is ready to serve this Nation today and 
into the next century. 

Our efforts at the Federal level go beyond streamlining executive 
departments and agencies. We are engaged in a radical restructur- 
ing of our institution that will take us into the 21st century. We 
need to step back from the Federal Government we have today and 
ask the questions that business and local and State leaders have 
been asking of their own organizations; is this organization de- 
signed to meet our needs today and in the year 2000 and beyond, 
or is it left over from the days before microwave ovens and color 
TV? 

It is critical that we refocus government on those essential func- 
tions that it must perform and consider whether government 
should be involved in any activity if it cannot do it well. In fact, 
in our quest to do things better, it seems all we have done is make 
the Federal Government bigger. Look at the chart over on the far 
left there. In 1985, you can see from the chart, there were 1,013 
Federal domestic programs; today, there are 1,390 programs ad- 
ministered by 53 separate agencies. To support these programs and 
the bureaucracy that runs them. Federal income tax receipts today 
have grown to an amount 13 times the amount they were in 1960. 
Today, it takes nearly 3 times as many days of work, 126, to pay 
off an Federal, State and local taxes as compared with the 44 days 
required to pay them off in 1930. The Cost of Government Day 
chart up there is the day on which the American taxpayer finally 
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paid off his or her share of the financial burden of government, in- 
cluding all State and Federal spending and regulatory costs, and 
that date this year was July 9th, just a few days ago, and obviously 
more than hallway through the year. 

The problem in my view, and others’, is that the Federal Govern- 
ment is no longer responsive to the people it is intended to serve. 
We have all heard or experienced the horror stories of wading 
through reams of inefficient, unhelpful government red tape. It 
seems that government today is just too big and is trying to do too 
many things to do them all well. So it seems to us that it is long 
overdue for a top to bottom review and renovation. 

Our task is to review the size, scope and functions of the Federal 
Government. Our goal is to improve government activity where it 
is necessary, refocus government efforts where they are mis- 
directed, and get government out of the activities in which it does 
not belong. And the only way to reach this goal is with the input 
and support of the American people, which brings us to Parma 
Heights. We are, after all, creating their 21st century government. 
And to me, that means a government that is limited and respon- 
sive. A government that is the solution to problems rather than the 
source; a government that can adapt as the needs of its citizens 
change; and a government where change is not the dark unknown 
but a welcome and constant force that continues to push America 
toward a promising fiiture. 

The witnesses before us today already have met the challenge of 
preparing their organizations for the future. I think we have much 
to learn from their experiences and the process by which they ar- 
rived at some very, very difficult decisions. It is my hope that the 
lessons we learn here will translate in some respects to our efforts 
to “smart size” the Federal Government so we can benefit from 
their innovative ideas without reinventing the wheel. 

With that, allow me again to thank our witnesses, our audience 
and our colleagues who have taken time — we have a la^e turnout 
of members of the Government Reform and Oversight Committee. 
I am grateful to them for taking time to attend this hearing and 
to listen and reflect on what our witnesses and the people of north- 
eastern Ohio have to say. Thank you. 

I would like now to recognize a very distinguished gentlelady 
from the great State and city of Chicago, IL, the ranking member 
of the Government Reform and Oversight Committee, Mrs. Cardiss 
Collins. 

[The prepared statement of Hon. William F. Clinger, Jr. follows;] 
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SI ATEMENT OF THE 
HONORABLE WILLIAM F. CLINGER, Jr. 
CHAIRMAN 

HOUSE COMMITTEE ON GOVERNMENT REFORM 
AND OVERSIGHT 

Hearing on “Creating a 21st Century Government” 

Parma Heights, Ohio 
July 14, 1995 

Good morning, and thank you all for coming to the Government 
Reform and Oversight Committee’s first hearing on what we call 
“creating a 21st Century Government.” Before I go any further, I 
would like to thank a distinguished Member of this Committee and this 
area’s Congressman, Steve LaTourette, for hosting the Committee 
today and for the work he and his staff have devoted to the hearing’s 
success. I would also like to acknowledge the Dean of the Ohio 
Delegation, Representative Stokes, who is joining us here. 

This morning we will hear from a number of distinguished 
witnesses, all with insight and experience in creating a leaner, more 
efficient, and more effective organization from businesses or 
governments that were less than “lean and mean”. Our hope is that we 
can learn from these witnesses and then apply those lessons to our 
efforts in Washington to ensure that we have a Federal Government 
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that is ready to serve this nation today and into the next century. 

Our efforts at the Federal level go beyond streamlining executive 
departments and agencies. We are engaged in a radical restructuring 
of our institutions that will take us into the 21st century. We need to 
step back from the Federal Government we have today and ask the 
question that businesses and local and State leaders have been asking 
of their own organizations: Is this organization designed to meet our 
needs today, in the year 2000, and beyond or is it left over from the 
days before microwave ovens and color TV? 

It is critical that we refocus Government on those essential 
functions that it must perform, and reconsider whether Government 
should be involved in any activity if it cannot do it well . In fact, in our 
quest to do things better, it seems ail we have done is make the Federal 
Government bigger. (CHART) In 1985 there were 1,013 federal 
domestic assistance programs. Today, there are 1,390 programs 
administered by 53 agencies. To support these programs and the 
bureaucracy that runs them, federal income tax receipts today have 
grown to an amount 13 times the amount they were in 1960. (CHART) 
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Today, it takes nearly three times as many days of work - 126 - to pay 
off ail federal, state and local taxes as compared with the 44 days 
required to pay them off in 1930. The “Cost of Government Day” 
(CHART) - the day on which the American taxpayer finally paid off his 
or her share of the financial burden of government, including ail state 
and federal spending and regulatory costs - was July 9th in 1995, just 
a few days ago and more than halfway through the year. 

The problem in my view is that the Federal Government is no 
longer responsive to the people it is intended to serve. We have all 
heard or experienced the “horror stories” of wading through reams of 
inefficient, unhelpful government red tape. It seems that Government 
today is just too big, and is doing too many things, to do them all well. 
It is long overdue for a top-to-bottom renovation. 

Our task is to review the size, scope and functions of the Federal 
Government. Our goal is to improve government activity where it is 
necessary, refocus government efforts where they are misdirected, and 
get government out of activities in which it does not belong. And the 
only way to reach this goal is with the input and support of the 



7 


4 

American people. We are, after all, creating their 21st Century 
Government. To me, that means... 

- a government that is limited and responsive; 

- a government that is the solution to problems rather than the 
source; 

- a government that can adapt as the needs of its citizens change; 
and 

- a government where change is not the dark unknown, but a 
welcome and constant force that continues to push America 
toward a promising future. 

The witnesses before us today already have met the challenge of 
preparing their organizations for the future. I think we have much to 
learn from their experiences and the process by which they arrived at 
some very difficult decisions. It is my hope that the lessons we learn 
here will translate in some respects to our efforts to “smart size” the 
Federal Government, so we can benefit from their innovative ideas 
without reinventing the wheel. 


With that, allow me again to thank our witnesses, our audience. 
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and my colleagues who have taken the time to attend this hearing and 
to listen to what our witnesses and the people of northeastern Ohio 
have to say. 

Thank you, and I would like to recognize the Government Reform 
and Oversight Committee’s Ranking Member, Representative Collins, 
for an opening statement. 
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Mrs. Collins. Thank you very much, Mr. Chairman. I certainly 
commend your leadership in convening the first of a series of full 
committee field hearings to address the general issue of govern- 
mental reorganization and the matter of creating a 21st century 
government. The timing of this hearing is very important as the re- 
organization of the Federal Government is well underway in the 
Congress. 

As the ranking Democratic member of this committee, I share 
your interest in laying a sound and fair hearing record with regard 
to how and what our government should look like. The reorganiza- 
tion of government will touch the lives of every American. Our 
input is critical to the social, economic and physical well-being of 
this country. However, it will remain our responsibility to ensure 
that the U.S. Government is fully capable of carrying out agency 
mandates and administering laws. 

As we hear from the citizens of Ohio, I hope that we will keep 
in mind that in Washin^on, Congress is grappling with the politi- 
cal strategy designed to liquidate, exterminate, consolidate and pri- 
vatize the Commerce, Education and Energy Departments. Unfor- 
tunately, symbolism is fueling the move to reduce the size of gov- 
ernment with little regard for our poorest and most vulnerable citi- 
zens. I am deeply concerned that these hearings may be for all in- 
tents and purposes fundamentally immaterial; that in light of the 
underlying goals set by the Republican leadership, the future of 
these agencies is a foregone conclusion. Now the leadership’s head- 
long rush to carry out the Contract With America and terminate 
vital and important Federal agencies comes at the expense of sav- 
ing money, ensuring greater agency accountability and enforcing 
laws designed to protect our health, our safety and the environ- 
ment. Crafting a leaner, meaner government has been shoved aside 
and in its place is a rush to block grant Federal money and trans- 
fer Federal problems to the States. 

The reorganization debate and activity takes place in the midst 
of Republican plans to cut $270 billion from Medicare and provide 
a $245 billion tax break for the most affluent in our country. Is this 
the way to reorganize the government? I know there are seniors in 
my district who will never be fooled into thinking we will be better 
off with $270 billion in Medicare cuts. I do think that my constitu- 
ents, and perhaps yours, would at least feel better if Medicare cuts 
were being driven by genuine health care reform instead of a politi- 
cally motivated approach. 

I am deeply disturbed too that the Department of Education is 
on the consolidation block. The mission of the Department of Edu- 
cation is to ensure equal access to education and to promote edu- 
cational excellence throughout the Nation and has never been more 
important than it is in today’s high tech and highly competitive 
global economy. Our ability to prepare American citizens, and espe- 
cially our children, to meet challenges of this new age is critical to 
our economic prosperity, our national security and our civic life. 
With a dwindling manufacturing base and the loss of production 
jobs in low wage economics, it is clear to me that our only hope to 
rescue our economy is to raise the educational achievement of all 
of our youth. 
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The Department of Commerce slated for liquidation is another 
agency that really works. Under its umbrella, the National Weath- 
er Service uses the most advanced technology to save lives and 
property by alerting us to weather patterns, tornadoes, thunder- 
storms, hurricanes, flooding and the like. 

Another well known Commerce Department program is the Eco- 
nomic Development Administration, which uses minimal Federal 
resources to attract private capital to economically distressed rural 
as well as urban communities. Also under the Department of Com- 
merce, the Advanced Technology Program has gven awards to 
Ohio companies like BP Chemicals, U.S. Biochemical Corporation 
and Ohio Aerospace Institute to perform essential research which 
brings long-term CTOwth and new jobs to this State. Dr. Keith 
Rasey of Greater Cleveland Growth Association is going to testify, 

I believe, to specific programs that benefit the Cleveland commu- 
nity. By Cleveland community, I mean the Cleveland metropolitan 
community which includes Parma. 

In closing, let me make the point that reorganization must make 
government more streamlined, more accountable and more com- 

{ letent. Competent government is not only a worthy goal but quite 
iterally a necessity if the United States is to remain a preeminent 
power in the 21st century. I look forward to today’s testimony. Let 
me take this opportunity to thank my very good friend and col- 
league, ConCTessman Louis Stokes for the invaluable support he 
has provided. 

With that, I welcome the panelists, as you do, Mr. Chairman. 

Mr. Clinger. I thank the gentlelady very much. We have a fairly 
busy day and many witnesses to hear from this morning. I would 
hope that members might — who have opening statements might 
consider having them submitted for the record. They will be in- 
cluded in full in the record. If anybody feels however a need to 
speak at this point, I would recognize them. If not — oh, I am sorry. 
Let me recognize — indeed, we should recognize the dean of the del- 
egation and our good friend who has represented this city — the city 
of Cleveland — so admirably well for so many years, Congressman 
Stokes. 

Mr. Stokes. Thank you very much, Mr. Chairman and to the 
ranking minority member, Mrs. Cardiss Collins and members of 
the committee. 

It is indeed a real pleasure and honor for me to have been in- 
vited this morning to sit in with your committee. As a member of 
the Appropriations Committee, I do not often get this opportunity 
to sit on the authorizing side of the House. Let me say what a 
pleasure it is to join my colleague, Steve LaTourette, in whose dis- 
trict we are sitting this morning. On behalf of our entire north- 
eastern delegation, I take pleasure in welcoming all of you to our 
county and to the hearings that you are participating in today. I 
think this is a very valuable exercise in what democracy is about, 
to bring the Congress to the people, and you are to be commended 
for that type of leadership, Mr. Chairman and Mrs. Collins. I want 
to say to all of you that it is indeed an honor for me to participate 
and to welcome each of the witnesses here this morning. 

I am particularly proud to see ^nn Martin, who is one of our 
former colleagues in the Congress. One of the most respected Mem- 
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bers of the Congress and, of course, a former cabinet member. It 
is a pleasure to see her here this morning also. 

Thank you very much, Mr. Chairman. 

Mr. Clinger. Mrs. Collins, do you have another comment? 

Mrs. Collins. Yes. I want to hasten to say as well that I am de- 
lighted to see Lynn Martin. You know Mr. Chairman, Lynn and I 
were the only two women in the Illinois delegation for a number 
of years. As Members of Congress there are some parallels in our 
lives, one which is kind of interesting. We shared the only two li- 
cense plates at the time in the State that said U.S. Congress- 
woman, the rest said U.S. Congressman and so forth and so on. 
Every time we had to change license plates, everybody all over the 
universe would ask us to send them our old plates. 

Second, we are both avid interior designers, for me, I use the 
word very, very loosely. She is very accomplished and at that junc- 
ture, that is where we part altogether. [Laughter.] 

She, of course, left the Coi^ess and went on to become Sec- 
retary of Labor for the U.S. Government and then after she left 
that wonderful assignment — leaving me behind in Congress to 
chair a little small subcommittee — went on to Chicago to the Uni- 
versity of Illinois where she is doing professorial duties at this 
point in time, and she is still my very good friend. I do not envy 
you at all Lynn, and I know you do not envy me. One thing about 
it, our friendship has lasted through all of these changes in our 
lives and I am glad to see you. 

Mr. Clinger. Thank the gentlelady. 

If there are no other opening statements at this point, I would 
like to join in welcoming our panel this morning. Already alluded 
to is our good friend, Lynn Martin, who was our colleague for many 
years. We miss her. She was a great asset and a great contribution 
to the House of Representatives and we are delighted to have her 
here because she has done a lot of thinking and has a lot of good 
ideas in the area that we are considering. 

I would also like to welcome my very good friend and fellow 
Pennsylvanian, the outstanding mayor of the great city of Broth- 
erly Love, Philadelphia, Edward Rendell, who has been a superb 
leader for that city and has done some very exciting and interest- 
ing things to bring that city back from very dire straits. Ed, you 
deserve a lot of credit for the great work that you have done there. 

Ken Blackwell. We are very honored to have the treasurer of the 
State of Ohio with us this morning. He has an outstanding record 
of service to the public in academia, domestic and foreim affairs 
issues, and we know that he has much to offer on the role of gov- 
erning America based on his experiences as a former mayor of Cin- 
cinnati. As I said, he is the current treasurer for the State of Ohio 
and we are very pleased and honored to have you with us. Treas- 
urer Blackwell. 

We hope that before the panel is concluded that we will also be 

i oined by Mayor Michael \^ite of Cleveland who is en route. We 
lope he got the right instructions on how to get here. We antici- 
pate that he will be arriving either during this panel or perhaps 
at the conclusion. 

With that, we thank you all for being here, taking time out of 
your busy schedules and coming from some distance to be here and 
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we look forward to hearing from you. I guess I would ask, Lynn, 
if you want to lead off. 

STATEMENTS OF LYNN MARTIN, FORMER SECRETARY, U.S. 

DEPARTMENT OF LABOR. ACCOMPANIED BY ELIZABETH 

BARON; MICHAEL WHITE, MAYOR OF CLEVELAND; EDWARD 

G. RENDELL, MAYOR OF PHILADELPHIA, PA; AND J. KEN- 
NETH BLACKWELL, TREASURER, STATE OF OHIO 

Ms. Martin. Thank you very much. Thank you for your kind 
greetings. I am honored to be here, Mr. Chairman. And, Congress- 
man LaTourette, let me tell you, your staff has been extraor- 
dinarily helpful, too. And to be joined by two Chicagoans, a friend 
that I get to correct. I teach at — I went to the University of Illinois 
of whi^ I am very proud, but I do teach at the Kellogg School of 
Management. The mayor and I are fighting about whether a Kel- 
logg or Wharton is No. 1 while we sit here. So that is the one cor- 
rection. And I will tell you that Congressman Flanagan represents 
the district where I grew up. 

Mrs. Collins. I stand corrected but Northwestern is my alma 
mater, so we are still on the same team. 

Ms. Martin. Why this is important, I must tell the audience that 
she is going to come and address the class and I would hate her 
to go to the University of Illinois. We could wait a long time for 
her to show up. 

Mr. SCHIFF. Mr. Chairman, I do not mean to interrupt the wit- 
ness, but many of us who now live in the west, including myself 
in New Mexico, are also graduates from the University of Illinois. 
[Laughter.] 

Ms. Martin. This is dangerous territory with Ohio and Ohio 
State to talk of the U of I, so I will switch to other important areas. 

As important as this incredible commimity is and the welcome, 
my statements are directed to the more national issues that would 
not just affect this particular commimity and I am glad that you 
allow me to do this. 

In the last 7 months, I know all of you have felt that you and 
Members of, not just your committee, but the Congress have 
worked around the clock to pass important, and in my view, long 
overdue legislation. But from where I sit as a former cabinet sec- 
retary and now as a teacher of graduate business students and as 
an aavisor to companies seeking ways to remain leaders in tomor- 
row’s world, your efforts on regulatory reform, the line item veto 
and on unfunded mandates, just to pick out a few, are critical and 
necessary steps that government had to take to ensure America is 
ready to move successfully into the 21st century. 

Today’s hearing. Creating a 21st Century Government, in my 
view is a subject that is long overdue. For too many years, we have 
maintained blindly outdated and ineffective programs and policies 
that were well meaning, but were not working. 'They may have had 
their day, but we cannot close our eyes to the fact that a large part 
of today s government was designed for an America and for a world 
that has passed into history. Change has all too often meant review 
at the margin, with little effort put forward to examine the effec- 
tiveness or appropriateness of core structure and approaches. 
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As we move into the second millennia, with all the challenges, 
opportunity, excitement, and yes, uncertainty and fear that this 
can present, Americans cannot afford the luxury of having a gov- 
ernment that routinely is satisfied with the status quo, and I, and 
I am sure others today will say, had America’s private sector been 
equally satisfied with the status quo when it confronted waves of 
global competition and technological change in the 1980’s, America 
would not be the competitive leader it is today. Now it is the gov- 
ernment’s turn to do its part. 

That means, Mr. Chairman, and members of the committee, be- 
fore we spend a lot of time, energy and resources asking if we have 
efficient government, we must first examine the underlying as- 
sumptions of our policies and programs. Is the Federal Govern- 
ment, rather than the private sector or State and local government 
the best provider of a service or benefit? A well-built road to no- 
where, after all, is still a dead end no matter how elegant the engi- 
neering. 

Part of the transformation that has helped the private sector be- 
come more competitive in recent years has been an increased will- 
ingness to move outside traditional boxes. But we should not kid 
ourselves, such change has not been easy or without cost. People 
and institutions have much invested intellectually, emotionally and 
financially in the status quo. But the segmentation of the global 
market, as well as the market here in the United States, into dis- 
tinct cultural, economic and demographic units has forced busi- 
nesses to examine and rethink basic structures and assumptions. 
Those who have, define tomorrow. 'Those who are not, increasingly 
find themselves out of the game. Government must do the same. 

Of course, I welcome the mayor. It is lovely to have him join our 
panel — the mayor of Cleveland. 

The Federal Government’s approach to work force education and 
retraining is but one example of regrettably a well-built road to no- 
where, and I say this with great regret. 

Our hopes not withstanding — and I know it is popular in some 
circles these days to see Federal worker retraining programs as an 
easy answer to welfare dependency, technological cheinge and for- 
eign competition. The evidence now of 30-plus years of Federal pro- 
grams demonstrate too little and sometimes no relationship be- 
tween money spent by the Federal Government and results 
achieved. In fact, the history in the last 30 years in one of the pro- 
grams after training and education have been sustained is that the 
programs often exist for their bureaucracies rather than for the 
people they were entrusted to serve. 

l^e Federal Government today spends somewhere between $15 
billion and $20 billion each year on workplace training. And I do 
not blame everyone who applies for the grants and for putting 
them out there. 'That is not the point here. We spend $20 billion 
to retrain people, but does anyone on this panel or in this audience 
truly believe that the difference between success and failure in the 
system will be found in a debate over whether the budget goes up 
or down 5 percent or 10 percent or even 20 percent? I do not think 
there is a single person in America who can name all the different 
Federal programs devoted to work force training. I know I cannot. 
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The bureaucratic maze aside, and I do not mean to diminish the 
confusion the average American confronts when forced to deal with 
this and most other government systems. It is absolutely true that 
a nationally directed, one-size fits all approach to work force train- 
ing was designed for a time when job creations was in mega-cor- 
porations. But today, job creation is occurring in small and me- 
dium-size businesses. Women-owned businesses employ more 
Americans than the Fortune 500. And the unity of our labor mar- 
ket is broken down into many highly unique geographic segments. 
All this changed, but the Federal Government’s retraining and edu- 
cation model has remained the same. 

The tragedy is two-fold. As we read news story after news story, 
taxpayers continue to feel — to fund training for jobs that may not 
even exist anymore. And more important, the men and women that 
make a commitment to improve their own lives conclude the sys- 
tem cares more about the people who run the schools and are a 
part of the bureaucracy rather than those who are truly trying to 
make do and make a better life. 

As I reflect upon this and other Federal policies and programs, 

I believe we must focus on results and stop maintaining huge legal 
and bureaucratic structures that are devoted entirely to process. 
Process only becomes important when we lose sight of a program’s 
mandate and mission. The system that requires complex and costly 
mechanisms to ensure that the process occurs eventually defines 
the program, not the mission. Innovation, creativity, flexibility, the 
core values of the 21st century have little place in a process-driven 
system. The best reason to fund any program is it produces mean- 
in^l results. The worst reason to stop funding a program is that 
it fails to follow the rules from Washington. 

Having said this, I do not believe that States and localities have 
all the answers. Many of the bureaucracies at the State and local 
levds are not always allies to change either. In too many urban 
areas, young people who need alternatives so they can have a 
chance at this changing work force are put through the same no- 
win cycle that may give them a graduation certificate but little 
ability to find real work. And while there are State programs that 
are effective, some programs are superior to others. Even your 
Block-Grant proposals, there must be some way to be sure that ef- 
forts get replicated that work, the programs are examined in a 
timely way and that they evolve and change. I would point to you 
the Jord Foundation is now — ^it has been of a relatively short-time 
duration — is giving awards, and they are meeting right now, for 
the most outstanding replicable Federal, State and local programs 
that meet goals of mission rather than process. And I would give 
to the committee the thought they might want to get those prize 
winners from the last 5 years to see what has worked. 

Government has a lot to learn from businesses about diversity, 
a word that has become over-used and unpopular but is incredibly 
important in our life. An increasing part of the private sector sees 
the retention and advancement of minorities and women as a busi- 
ness imperative. I work with a firm, Deloitte and Touche and its 
CEO to chair a council of outside advisors to see how this firm pro- 
gressed. He did not get there because of a government mandate or 
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directive. The reason Deloitte and other firms are doing this is be- 
cause they believe having the best people will mean success. 

Government-imposed affirmative action programs have given 
people a start; now they must reflect a search for excellence. We 
must be able to say to all Americans that minorities and women 
are part of the excellence of this country. No longer must their inci- 
dence in the work force be viewed as an aberration or because it 
is some Federal policy. Women and minorities are critical to our fu- 
ture as a global leader. Their skills and abilities are desperately 
needed in the work force. 

But we must recognize that the model of government support for 
work force diversity must be updated to reflect the reality. The 
threat of the Federal club often stands in the way of an open dia- 
log. As this committee looks at Federal programs and policies on 
diversity, I would urge you to look creatively at approaches that en- 
courage rather than discourage businesses from doing not just 
what is right, but what is smart. 

I am teaching graduate business students at Northwestern — it is 
only part of the story, they are actually teaching me — about the ex- 
citing and innovative changes occurring in leading companies. And 
so, instead of as a cabinet secretary that wants to wander on for- 
ever increasing your age and mine, I thought it would be possible 
to have one of the outstanding graduates briefly say some of the 
innovative things — in other words, start listening to the next gen- 
eration. This is Elizabeth Baron. Like my children, all of my stu- 
dents are excellent. That is a bias that one is allowed as both a 
mother and professor. But I also believe that this next generation 
is not going to be feared but welcomed with their ability to change. 
And may I introduce to you Ms. Elizabeth Baron, a current grad- 
uate and soon to be working within the health care, private system 
at one of our Nation’s leading drug firms. 

[The prepared statement of Ms. Martin follows:] 
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Statement of the Honorable Lynn Martin 
House Committee on Government Refonm and Oversight 
July 14, 1995 


Good morning Mr. Chairman and members of the Committee. I appreciate 
the opportunity to appear before you today and to be here with Mayor Rendell 
and our host state's treasurer, Ken Blackvwll. 

I know, Mr. Chairman, that the last seven months have probably felt like a 
lifetime as you and members of this committee have worked around the clock to 
pass important and long overdue legislation. But from where I sit as a former 
Cabinet Secretary and now as a teacher of graduate business students and as 
an advisor to companies seeking ways to remain leaders in tomonow's world, 
your efforts on regulatory reform, the iirre-item veto, and unfunded mandates, 
just to name a few of your accomplishments this Congress, are among the 
critical and necessary steps government must take to ensure America is ready to 
move successfully into the 2l8t century global economy. 

The thrust of today's hearing, "Creating a 21st Century Govemirvint, In my 
view, is a subject that is long overdue. For too many years we have blindly 
maintained many outdated and ineffective programs and policies. These may 
have had their day. But we can not close our eyes to the fact that a large part of 
today's government was designed for an America and a world that has long past 
Into history. Change has all too often meant review at the margins, with little 
effort put forward to examine the effectiveness or appropriateness of core 
structures and approaches. 

As we move into the second millennia, with all the challenges, opportunity, 
excitment, and, yes, uncertainty this presents, America can not afford the luxury 
of having a government that routinely is satisfied with the status quo. As I, and 
I'm sure others will discuss today, had America's private sector been equally 
satisfi^ with the status quo when it confronted waves of global competition and 
technological change in the 1980s, America would not be the competitive leader 
we are today. Now it's government's turn to do its part. 
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That means, Mr. Chairman, before we spend a lot of time, energy, and 
resources asking if we have an efficient government, we must first examine the 
underlying assumptions of our policies and programs. Is the .federal 
Government, rather than the private sector or state and local government, the 
best provider of a service or a benefit? A well-built road to nowhere, afterall, is 
still a dead end no matter how elegant its engineering. 

Part of the transfomiation that has helped the private sector become more 
competitive in recent years has been an increased willingness to move outside of 
traditional boxes. But we shouldn't kid ourselves. Such change has not been 
easy. People and institutions have much invested ~ intellectually, emotionally, 
and financially - in the status quo. But the segmentation of the global market, 
as well as the market here in the U.S., into distinct cultural, economic, and 
demographic units, has forced business to examine and rethink basic 
assumptions. Those who have are defining tomorrow. Those who have not are 
increasingly finding themselves out of the game. 

The Federal Government's approach to workforce education and retraining is 
but one example of a well-built road to nowhere. 

Our hopes not withstanding - and I know it is popular in some circles these 
days to see federal worker retraining programs as the easy answer to welfare 
dependency, technological change, and foreign competition - the evidence of 
thirty plus years of federal programs demonstrates little if any relationship 
between money spent by the federal government and results achieved. In fact, 
the history of the last thirty years is one of program after training and education 
program being sustained more for the needs of their bureaucracies than for the 
people they were created to serve. 

The Federal Government spends today somewhere between $15 to $20 
billion each year on workplace training and education, depending on how you 
count the programs. But does anybody truly believe the difference between 
success and failure in this system will be found in a debate over whether the 
budget goes up or down by five, ten, even twenty percent? I don't think there is 
a single person In America who could name all the different federal programs 
devoted to workforce training and education. I know I can't. 
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This bureaucratic maze aside, and I doni mean to diminish the confusion the 
average American confronts when forced to deal with this system, a nationally* 
directed, one-size fits all, approach to worltforce training was designed for a time 
when job creation in America was in our mega-corporations. But today, job 
creation is occurring in small and medium-sized companies. Women-owned 
businesses employ more Americans than the entire Fortune 500. And the unity 
of our labor market has broken down into many highly unique geographic 
segments. All this change, but the federal government's retraining and 
education model has remained the same. 

The tragedy is two-fold. As we read In news story after news story, taxpayers 
continue to fund training for jobs that do not exist And, most important, the men 
and women who make a commitment to improve their own lives conclude that 
the system cares more about the people who run the schools and are part of the 
bureaucracy rather than the those trying for a second chance at life. 

My view as I reflect upon this and many other federal policies and programs is 
that we must focus primarily on results and stop maintaining huge legal and 
bureaucratic structures devoted largely to process. Process only becomes 
important when we lose sight of a program's mission. The system then requires 
complex and costly mechanisms to ensure that the process occurs as designed. 
Innovation, creativity, and flexibility - the core values in the 21st Century 
economy - have little place a process-driven system The best reason to fund 
any program is that it is producing meaningful results. The worst reason to stop 
funding a program is that it fails to follow the rules line-by-line as dictated by 
Washington. 

Having said this, it is not that I believe that states and localities have all the 
answers. Many of the bureaucracies at the state and local level are not always 
allies to change. In too many urban areas, the young people who most need 
alternatives so that they can have a chance in this changing workforce are put 
through the same no-wIn cycles that may occasionally give them graduation 
certificates, but little ability to find meaningful work. And while there are state 
programs that are effective, some programs are obviously superior to others. 
Even under the Block-Grant proposals, there must be some way to be sure that 
effective efforts get replicated, programs are examined in a timely way, and that 
they evolve and change just the way American business must. 
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Government also has much too learn from businesses which are successfully 
managing the diversity that is part of America’s changing workforce. An 
increasing part of the private sector sees the retention and advancement of 
minorities and women as a "business imperative". 

That is how Mike Cook, the CEO of Oeloitte & Touche described his firm's 
women's Initiative when he asked me to chair a council of outside advisors to 
oversee the Firm's progress. He and others like him didn't reach the conclusion 
that the full use of all America's talented men and women was both right and 
smart because of government mandates or directives. They know where they 
want to go and they are committed to success and to their peopie. 

Government-imposed affirmative action programs may weil have given 
people a start; now they must also reflect the search for excellence. We must be 
able to say to the American people, and this is my belief, that minorities and 
women are part of the excellence that is this country No longer must their 
incidence in the workforce be viewed either as an aberration or the result of 
some federal policy. Women and minorities are critical to America's future as a 
globai leader. Their skills and abilities are desperately needed in the workforce 
and must be viewed in this light. 

But we must also recognize that the model of government support for 
workforce diversity today must be updated to reflect the reality that most 
businesses are not in conflict with government on the goals of full and equal 
opportunity in the workplace. The threat of the federal club all too often stands in 
the way of an open dialogue within companies. As this Committee looks at 
federal programs and policies on workforce diversity, I would urge you to look 
creatively at approaches that encourage rather than discourage business from 
doing what is right and smart. 

I mentioned earlier that I'm teaching graduate business students. That 
reference is only part of the story. They are also teaching me much about many 
of the most exciting and innovative changes occurring in our leading companies. 
So when I was asked to appear today, I thought this Committee could benefit as 
I have by hearing from one of my best students. Like my children, all of my 
students, of course, are very good. But Elizabeth Baron is one of the best. 
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The government for the 2l8t Century that we are discussing today is one of the 
most important legacies we will leave to Elizabeth and her generation. This 
Committee does the nation and future Americans a great service by challenging 
the popular assumption that just because something was done yesterday it is 
what we should do tomorrow. 

Elizabeth. 
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Questions for Ike Honorable Lynn Martin 

1 ) In our restructuring efforts, focusing on each agency's mission will become an important 
component in deciphering which programs are truly essential and whether these programs produce 
the desired results. How can we determine whether a program fits the needs and mission of a 
department into the 21st Century? 

2) In your testimony you express your dissati.sfaction with the number of federal government 
workforce and training programs. Can you provide some examples of this diqrlication and overlap? 
One example in my mind is the Job Training Partnership Progr am . A Depertment of Labor Inspector 
General report recently concluded that the program is not as effective as it could be because it does 
not address some of the underlying causes of unemployment, like illrteracy or lack of transportation 
to work. Do you have any suggestions as to how to restructure the federal training programs to make 
them mote effective but less costly? 

3) What is your position on the elimination of each of the following federal departments: 
Cortunerce, Education, Energy, and Housing and Urban Development? 

4) As Secretary of Labor, did you attempt to restructure your department? If so, did you 
encounter barriers, and what were they? 

5) Do you believe the Federal Government can spend less money and do a better job by 
targeting Federal grants-in-aid to the areas that need them most, as opposed to crjiwwing money 
across the country? For instance, should we more carefully target job training assistance to areas 
with higher unemployment? 
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Rmpohms to CommittM Qu««tion» from Lynn Martin 


#1 . I would apply saveral critarto to thm determination. First, assuming a 
program's mission should take priority over other programs, is the program 
achieving its intended results? For example, is a training program enabimg 
participants to gM and bettsr keap jobs than they would have if they didn't go 
through the training program? This is a straightforwaid quentitetive Judgment 
that should be applied to existing and proposed programs. The measure is not 
the training in arid of itself, but the reason a person goes for training. 

Second, Is the federal government the beat provider of a service or manager 
of a program? Does a one-size, fits all approach, which after all is what we 
mostly from federal programs, and ttw added bureaucratic level of the 
federal system prevent a program from sdiieving more positive results? I'm 
often amused that critics .of block grants argue that this approach will create fifty 
states bureaucracies. Well, we have these bureaucracies already Block grants. 
It structured appropriately, will merely eliminate the federal level. 


#2. Governments, at all levels, not just the federal government, spend tens of 
bflHons of dollars on retaining. The issue is how to bast spend this money. 

Thera are three overait areas where government Involvement makee secwe: 
Worker displacement; second chance needs. aiKi pubiic-private vocationei 
linkages. 

My view is that the government is far too involved structurally in each of these 
three areas. I would like to see a system, particulaily as spplM to dwplaoed 
workers and second charKe students, that enoourages students to take greater 
responsibility for their retraining. I would emphasize loans over grants. As I 
discussed In other places. I would not let the providers off the hook. Poor results 
should prevent them from staying In the business. The financing system I 
suggested should be as direct to the stu^nt as possible. If we start building in 
criteria such as geography, based on unemployment or other economic 
measures, we will Include people in these areas who don't need government 
assistanee, while excluding people who are low-income but reside in areas 
otherwise better off. 

#3. My view on these agencies is tsrgeiy a generalized position. We now have 
multiple agencies dealing wiUi commerce and trade, to take just one exampto. 
Do we need all these buFascracies, with overlapping overhead, confused 
responsibilities, and missions that cut across one another? I think not. In other 
areas, many federal agencies have grown in size and ecope in the very yean 
that the problems they are responwble to address have grown worse. 
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I don't believe, for example, that eliminating the Education Department will 
Butomatlcally solve the nation's education problema. But I do bellavo that these 
departments have taken on responsibilities that they are not equipped to handle, 
and they have sent a damaging signal to communities across the country that 
Washington has the answers to community-based probtams in housing, 
education, economic development, and transportation needs. What these 
communities have largely received from Washington over the past thirty years 
has been federal mandates and micro-management that has done little to solve 
basic problems. 


«4. Yes In January of 1992, the Bush Administration proposed a reorganization 
of several OOL agencies, with an idee that the Department should be structured 
to reflect the real world of the 21 st Century. We proposed the eSmination of one 
agency which had a mission thst was daM years b^re I came to the 
Oepai^ent. We proposed in hs place an agency that would look at 21st century 
workplace arid workforce Issues, both doirrestically and globally We also 
proposed a consolidation of the Department's international functions into our 
existing international agency. 

This proposal resulted from a year long effort by a Task Force of senior career 
and political appointees within DOL. The Deputy Secretary chaired the Task 
Force. The barrier we encountered was the Congress, which failed to act on our 
proposal, or even to give it any serloua conskteration es part of either its 
oversight or budgeting process. 


#5. My view la that the best reform we can take to improve the effectiveness of 
government financed job training is to requite that the training institutions have a 
more responsible role in the job placement of Its studerrts. We need to decertify 
institutions with poor job placements rates. And we need to hold back a portion 
of a studerTfs tuition until students get and keep a Job for at least 90 days. We 
need to do this whether the federal role is that of direct provider (e.g.. Pell 
Grants), or money comes in the form of block grents to the stirtes or other local 
governments. 
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Ms. Baron. Thank you, Secretary Martin. I just want to say I 
had the privilege of having this distinguished woman as a profes- 
sor, as I went to Kellogg where we are very lucky to have her teach 
us some pointers. 

I would like to say as a recent MBA graduate of the Kellogg 
School of Management at Northwestern University, I will soon re- 
enter the woih force as a marketing manager for Baxter 
Healthcare Corp., which I do not think is in anyone’s district here 
today. At this time I will become again a taxpayer contributing 
part of my salary to the U.S. Grovemment so that our society can 
better achieve shared goals and interests. 

Experience in both the work force and business school has taught 
me that organizations which cultivate a competitive advantage suc- 
ceed. This principle implies that firms should do only what they do 
best; that is, determine their core competencies and pursue endeav- 
ors which enhance them. 

'This, however, is not enough to ensure success, as maintenance 
of an industry leadership requires today’s firms to become quality 
driven and customer focused. Moreover, quality implies continuous 
innovation and capital investment. Prosperous firms have maxi- 
mized their limited capital resources by spending funds on projects 
which produce synergistic effects with their core competencies. 
Many of my fellow graduates from Kellogg are working for corpora- 
tions which embrace these principles such as Proctor and Gamble, 
Motorola and Microsoft. 

Proctor and Gamble serves as an example of a consumer 
packaged goods company which historically managed its business 
by creating new products and increasing prices across the board. 
IVoctor and Gamble operated from a company-first perspective in 
enacting decisions. However, as competition increased, P&G and 
other firms like it realized that top products were no longer enough 
to sustain category leadership. Today’s customers expect to derive 
value from products purchased. As a result, P&G shifted its strat- 
egy in the 1990’s to place customers first and adopted a policy of 
value consciousness. 

Operating under the policy of value consciousness, P&G now 
prices its products based on a price to value equation. A product’s 
value is defined by the quality and service level returned to the 
customer. 'To maintain competitive, P&G either improved or elimi- 
nated product lines that were priced — that were not priced consist- 
ently with the value equation as consumers would purchase these 
products from other firms who did offer them value. Today, P&G 
continues to evaluate its products in order to maximize its capital 
investments and to increase customer loyalty. 

Motorola provides another example of a firm’s commitment to 
total customer satisfaction. An early pioneer in six sigma quality 
levels and just-in-time manufacturing. Motorola learned that total 
order quality drives customer repurchase intention. Thus, its con- 
tinuous process improvement provides the foundation for ongoing 
success. F^irther, Motorola has reached beyond its own company 
walls to assist some of its suppliers with quality and process im- 
provements. It understands that investments made with suppliers 
will ultimately affect the quality of Motorola’s own products. Sup- 
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pliers’ success translate into improved quality for Motorola and its 
customers. 

Other examples of core competency successes are Microsoft and 
Federal Express. Both firms’ trajectory ^owth patterns reflect that 
consumers reward innovation, not only in product but also in serv- 
ice levels. 'These leading corporations are the firms hiring my class- 
mates because they have been successful by sustaining a competi- 
tive advantage which adapts to the changing consumer demand for 
their products. Moreover, these firms have utilized their available 
capital in a manner consistent with their core competencies to pro- 
vide the best return on investment. The government should louk to 
these companies as models for the future. 

I would like to add some of my personal experience in the 
healthcare industry which also supports these principles. I worked 
for a pharmaceutical company which adapted in order to survive in 
a changed and ever-chanmng healthcare environment. Historically, 
pharmaceutical firms had competed in one of the most profitable 
industries, as individual firms had virtual monopoly power with re- 
spect to product pricing and policies. Increased competition among 
firms within the industry and expanded customer power caused 
firms to rethink their strategies. To remain competitive, my former 
firm divested from businesses not related to its inherent core com- 
petencies. Capital generated from divestiture provided funds to im- 
prove existing quality levels and further research efforts in the 
areas of its core competencies. Also, as a leaner organization, the 
firm became more customer focused and pursued endeavors which 
better maximized capital returns. 

These principles were also embraced by the biotechnology com- 
pany where I worked. The company routinely abandoned projects 
which could not generate additional profits if they did not meet 
core competency standards. Because capital and other resources 
were limited, decisions were made on the basis of which products 
created synergies with the firm’s existing core competencies. The 
result of these efforts enabled the firm to have one of the shortest 
drug development times, significantly reducing costs and growing 
profits by lengthening products’ saleable patient years. My future 
employer, Baxter, provides another example of a firm which reorga- 
nized itself to focus on its core competencies and serves as an inno- 
vative, service-oriented firm. 

I am putting these examples before the committee because I be- 
lieve it is possible to apply to government these key principles 
which drives successful firms. The government, like these firms 
needs to discover its core competencies. It needs to discover that 
quality in services creates value. The efficient use of resources, 
while not a politically correct concept for a bureaucrat who wants 
to manage ever larger budgets, is the best way to ensure our public 
and private sectors remain competitive. As a member of the future 
work force, I believe that a government which espouses these key 
principles enables the Nation to operate more efficiently. Only then 
will the United States be able to retain its position as a leader of 
all nations. 

'Thank you. 

['The prepared statement of Ms. Baron follows;] 
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As a recent M.B.A. graduate of The Kellogg School of Management at Northwestern 
University, 1 will soon re-enter the workforce as a marketing manager for Baxter Healthcare 
Corporation. At this time, 1 will become again a tax-payer, contributing part of my salary to 
the United States’ government so that our society can better achieve shared goals and 
interests. 

Experience in both the workforce and business school has taught me that organizations which 
cultivate a competitive advantage succeed. This principal implies that firms should do only 
what they do best; that is, determine their core competencies and pursue endeavors which 
enhance them. 

This, however, is not enough to ensure success, as maintenance of an industry leadership 
position requires today’s firms to become quality driven and customer focused. Moreover, 
quality implies continuous irmovation and capital investment. Prosperous firms have 
maximized their limited capital resources by spending funds on projects which produce 
synergistic effects with their core competencies. Many of my fellow graduates from Kellogg 
are working for corporations which embrace these principals such as Proctor and Gamble, 
Motorola, and Microsoft. 

Proctor and Gamble serves as an example of a consumer packaged goods company which 
historically managed its business by creating new products and increasing prices across the 
board Proctor and Gamble operated ftom a company first perspective in enacting decisions. 
As competition increased, P&G and other Arms realized that top products were no longer 
enough to sustain category leadership. Today’s customers expect to derive value from 
products purchased. As a result Proctor and Gamble shifted its strategy in the 90s to place 
customers first and adopted a policy of value consciousness. 

Operating under the policy of value consciousness, P&G now prices its products based on a 
price to value equation. A product’s value is defined by the quality and service level 
returned to the consumer. To maintain competitive, P&G either improved or eliminated 
product lines that were not priced consistently with the value equation as consumers would 
purchase these products from firms who offered value. Today, P&G continues to evaluate its 
products in order maximize its capital investments and to increase consumer loyalty. 
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Motorola provides an example of a firm’s commitment to total customer satisfaction. An 
early pioneer in six sigma quality levels and just in time manufacturing, Motorola learned 
that total order quality drives customer repurchase intention. Thus, its continuous process 
improvement provides the foundation for ongoing success. Further, Motorola has reached 
beyond its own company walls to assist some of its suppliers with quality and process 
improvements. It understands that investments made with suppliers will ultimately affect the 
quality of Motorola’s products. Suppliers’ successes translate into improved quality for 
Motorola’s customers. 

Other examples of core competency successes are Microsoft and Federal Express; both firms 
trajectory growth pattern reflects that consumers reward innovation, not only in product, but 
also, in service levels. These leading corporations are the firms hiring my classmates because 
they have been successful by sustaining a competitive advantage which adapts to the changing 
consumer demand for their products. Moreover, these firms have utilized their available 
capital in a manner consistent with their core competencies to provide the best return on 
investment. The government should look to these companies as models for the future. 

I would like to add some of my personal experience in the healthcare industry which also 
supports these principals. I worked for a pharmaceutical company which adapted in order to 
survive in a changed health-care environment. Historically, pharmaceutical firms had 
competed in one of the most profitable industries as individual firms had virtual monopoly 
power with respect to product pricing and policies. Increased competition among firms 
within the industry and expanded customer power caused firms to re-think their strategies. 

To remain competitive, my former firm divested from businesses not related to its inherent 
core competencies. Capital generated from divesture provided funds to improve existing 
quality levels and further research efforts in areas of its core competencies. Also, as a leaner 
organization, the firm became more customer focused and pursued endeavors which 
maximized capital returns. 

These principals were also embraced by the biotechnology company where I worked. The 
company routinely abandoned projects which could generate additional profits if they did not 
meet core competency standards. Because capital and other resources were limited, decisions 
were made on the basis of which projects created synergies with the firm’s existing core 
competencies. The result of these efforts enabled the firm to have one of the shortest drug 
development times, significantly reducing costs and growing profits by lengthening products’ 
saleable patten years. My future employer, Baxter, provides another example of a firm 
which reorganized itself to focus on its core competencies and serves an example of a highly 
successful and innovative service oriented firm. 
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I am putting these examples before the Committee because I believe it is possible to apply to 
government these key principals which drive successful Arms. The government, like these 
firms, needs to discover its core competencies. It needs to discover that quality in services 
creates value. The efficient use of resources, while not a politically correct concept for a 
bureaucrat who wants to manage ever larger budgets, is the best was to ensure our puuuc and 
private sectms remain competitive. As a member of the workforce, 1 believe that a 
government which espouses these key principals enables the nation to operate more 
efficiently. Only then will the United States be able to retain its position as a leader of all 
nations. 
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Mr. CUNGER. Thank you, Elizabeth, and thank you, Lynn for 
your very helpful contributions to our hearing. 

I am pleased also at this point to welcome to the panel. Mayor 
White. We are very grateful that you could spare time from what 
I know is a very busy schedule to be with us today. And to ac- 
knowledge that you have done a really superb job in revitalizing a 
city that had serious problems, and in which, I think, you have 
taken a very active role in turning those problems around and used 
competition to make services better throughout the city. So we are 
really grateful that you could be here. 

Lou, do you want to say a word of welcome? 

Mr. Stokes. Thank you, Mr. Chairman. I would be delighted to 
take just a moment in the same way Steve LaTourette took such 
great pride in introducing Mayor Paul Cassidy, who is mayor of 
one of the cities in his congressional district this morning. I am 
equally proud to recognize and to welcome on this panel. Mayor Mi- 
chael White, who is mayor of the city of Cleveland in my congres- 
sional district and one of the major and great cities of the United 
States. It is under his leadership that Cleveland is now getting na- 
tional prominence, and national recognition in light of the out- 
standing success of his first 4 years in office. He is now in his sec- 
ond term and Cleveland is being recognized as the renaissance city 
of the Nation, and we are just delighted to have Mayor White here 
this morning. 

Thank you, Mr. Chairman. 

Mr. Clinger. Thank vou, Lou. 

Mayor, you can go ahead. You can summarize or read or what- 
ever. The floor is yours. 

Mr. White. First of all, Mr. Chairman, I would like to thank you 
for the veiy kind remarks on behalf of our city. We are truly proud 
to have you here and to have your subcommittee here today. We 
are very, very pleased that you would take the time to come to our 
community. 

I want to also thank Congressman Stokes for the kind remarks 
for our community and for the things we have tried to do. One 
thing, Mr. Chairman, the Congressman did not say was that at the 
tender age of 23, I ran a congressional campaign for the Congress- 
man many years ago and I look upon those days very fondly, and 
clearly just to be a small part of what he has been able to do in 
the Congress is a delight for me. 

I want to say to Congressman LaTourette how pleased I am to 
be in his district. I have had the opportunity to meet with him on 
a number of issues pertaining to our regional shared concerns, es- 
pecially in the area of the airport. 

And if I could just take a small moment, I want to welcome my 
colleague from Philadelphia, Mayor Ed Rendell. I do not think 
there is any better person to talk about the kinds of issues that are 
before your committee today than Mayor Rendell. He clearly is a 
leader in the area of governmental reform and much of what we 
are trying to do in Cleveland is based on many of his successes. 

To my colleague of this outstanding community. Mayor Cassidy, 
I just want to thank him for the kind words and the kind way in 
which he has allowed us to be here today. 
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Mr. Chairman and members of the committee, as I have already 
welcomed you, let me welcome you again to my hometown, Cleve- 
land, OH. Thank you for this opportunity to testify before the 
House Committee on Government Reform and Oversight. 

Today, we talk a lot about reinventing government. The big pic- 
ture is all about change, changing and reform, reforming govern- 
ment thoroughly. But in reality, the challenge for us all is not just 
to balance our budgets but to be more innovative and creative in 
the delivery of basic services to our citizens who are realhr and 
truly our customers. People have shown that they are tired of taxes 
and tired of government not spending their money the way we 
would spend our own. I have watched what is going on around the 
country, the cities that have refused to accept mat change is inevi- 
table; change in the way we deliver services; change in me way we 
operate and change in the way we treat the most important com- 
modity to a government and that is the citizen. That evolution is 
always occurring for us and for corporate organizations as well. 
Cities that have accepted this service-delivery process, never ask- 
ing the hard questions, never challenging individual bureaucrats, 
never looking for ways to deliver a better product at a better price 
are in trouble. Cleveland, the city that I have the proud and pride- 
ful ability to be the mayor of, had 939,000 residents when I was 
a child living in the confines of its borders in the 1950’s. Today, 
some 40 years later, there are some 505,000 customers living in the 
same space. 

There are a bundle of problems and situations which we have 
created for ourselves. The 400,000 people in Cleveland, 1 million 
people in Chicago, and the list goes on, all decided to have a choice 
and they left. We in government too many times believe that our 
citizens do not have a choice, but in many ways and in many times 
they do have choices. Those people in Chicago and those in Cleve- 
leuid made a choice to leave our community. They left for a better 
quality of life; a better bundle of services and tney are no longer 
living in the communities in which they initially worked. 

I would suggest that one of the things that cities have to do is 
to embrace the notion of competition. City hall and city halls across 
this countiw have to understand that we must either compete or we 
will die. When I became mayor of the city of Cleveland in 1990, I 
said to all of our employees, managers and line individuals alike, 
that I reject the notion that we cannot compete with our neighbors 
across our border. We can cut the grass in our parks; we can main- 
tain our facilities; we can provide safety services equal to or greater 
than many of our suburban neighbors. The most important part of 
this process is to first believe, ^d I believe that we are showing, 
whether it is keeping the streets clean, getting the snow up or pro- 
viding better park services or a myriad of other services, that we 
can compete, ^d when we do compete, people by and large want 
to be engaged and involved and live in our city. 

This city, just a few years ago, was a city that people ran from. 
Just 5 weeks ago, a brand new study at Cleveland State University 
indicated that there are 20,000 people outside the borders of our 
city who wish to move back into the city of Cleveland. We have 
todav one of the greatest building booms of new homes that this 
city nas seen since the Korean war. For every home we build, there 
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are two people who want to buy it. And this city has seen since 
1990, as ConCTessman Stokes knows, a 300 percent increase in our 
housing rehabilitation rates. City hall, we believe, is a place that 
has to understand the competition or die routine. Whether you are 
a coiporation like IBM, Xerox or a city like Cleveland, Hartford or 
Los Angeles, we must realize that we have to be competitive. Com- 
petitive in the way that we deliver our services, competitive in the 
w^ we look at our quality of life. 

There is nothing anti-government, anti-American about competi- 
tion. Big cities like Cleveland can compete and we can win and we 
are doing it today. It means that we, both Democrats and Repub- 
licans, have to think differently, act differently and govern dif- 
ferently with a citizen philosophy as customer at the base of what 
we do. 

I come to you today in line and lockstep with men and women 
I respect across this country who manage their cities and recognize 
that as long as cities are not providing the veiw best service they 
can and are not adopting new technologies and are not organized 
for success, then we are not doing what is right for our citizens or 
for our communities. There is a direct correlation between the oper- 
ation of local government and the quality of life in those commu- 
nities. One of my greatest challenges, Mr. Chairman, is to try to 
convince all of our employees, the ditch diggers, to the individuals 
who work on our computers, all the way up to our cabinet level 
members, that everything we do while we are on the job speaks di- 
rectly and affects our quality of life. The more thoughtful we are, 
the smarter we work, the harder we work will mean real dividends 
in terms of the future of our community. 

We have sought and have embarked on a new effort in Cleveland 
called Cleveland Competes. We have done this because we know 
the challenges for government are difficult and the issue is not just 
raising taxes. No matter how much success we as a community 
have had in the last SVz years, the caliber of the day and the call 
of the day for change is loud and clear. Change or die we are told. 
This is why Cleveland Competes was bom. Cleveland Competes is 
more than just privatization. It really has many parts. 

First of all, it speaks to new technologies. The embracing of tech- 
nology and government should be the call of the day. The second 
is reomanization. In order to provide a service, you have to have 
not only good managers but a system designed to deliver quali- 
tative products. In the area of technology, we are one of the largest 
cities in the countiy to have out-soured its payroll system, saving 
$2 million in the first year in hardware costs and over $600,000 in 
enmloyee costs in the first year. 

Just 3 months ago, Mr. Chairman, I was close to this community 
trying out a brand new chuckhole machine, which probably does 
not have much sway for Members of the Congress, but to people 
like Mayor Rendell and I, it means a lot. When I became m^or, 
you found anywhere from 8 to 12 people on the back of a chuckhole 
machine. Not only were there too many people on the back of it, 
but after you filled the chuckhole and the temperature went down 
and rose again, the chuckhole popped out, as Mayor Cassidy knows 
all too well. So every single year, those 8 to 12 to 15 people filling 
those chuckholes came back to the very same streets, the very 
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same chuckholes and filled the very same hole again. They did it 
because we could not afford to repave eveiy street in Cleveland. We 
have gone to new technology. SimplisticaUy, it is called the power 
patcher, a brand new form of technology that allows two people to 
work on that truck, the chuckholes do not come out. In 5 years we 
will have a fleet, and in 15 years we will have a rotating chuckhole 

f troCTam that will take care of every chuckhole in the city of Cleve- 
and at less cost. 

Reorganization is key to what we are all about. In 1992 after we 
had ti^tened our belts as far as we could tighten it, we were con- 
cerned that we still were not delivering the quality or the quantity 
of products and services that we should for the cost that the city 
was paying. We began to look behind the problem, to look behind 
the door, and we found very clearly what was at the rudimentary 
of the problem that we faced. That in order to deliver a sound, 
quality product at the local level, we believe there are three things 
that are imperative. No. 1; you have to have good management. 
Management is critical. Our management is good and we believe 
it is getting better. No. 2; you have to have good employees. And 
I will say to you, Mr. Chairman, our employees are good, 98 per- 
cent of tnem will do whatever we ask and they try to give us the 
best day’s job every day. 

The last part of this equation though is critically important, and 
that is that the system has to match the challenge. We found we 
had good managers, we had great employees, but we were in many, 
many areas doing the same thing the same way we were doing it 
30, 40 or even 50 years ago. 

Think about all of the examples you have heard today, corpora- 
tion after corporation, look at the House of Representatives, the 
U.S. Senate, look at any organization you want and you will not 
find one organization that continues to delver service the same way 
it did 20, 30 or 40 years ago. So yes, you have to have good employ- 
ees; yes, you have to have good management, but you must also 
have gooa systems as well. Tnis movement of competition and gov- 
ernment streamlining is not a rejection of public employees. By and 
large, public employees are outstanding individuals caught up too 
many times in a bad system in a bad place trying to overcome all 
kinds of obstacles to deliver a good service. 

Third is the concept of competitive bidding. Some do call it pri- 
vatization but we call it competition. At the base that Cleveland 
competes there is one fundamental philosophy, we ought to spend 
our citizens’ money the way we spend our money. And in reality, 
Mr. Chairman, unfortunately, we in government too many times ao 
not spend the public’s money the way we would spend our own. In 
government, we do not spend our citizens’ money the way we 
should or the way we can. In government, we have services where 
we spend 10, 20 or even 30 percent more for the money than others 
pay. Outdated methods, outdated contracts, bad personnel con- 
tracts are all causes that make us spend more than we should of 
your money in services from street sweeping to asphalt laying to 
a myriad of other services. 

Let me try to point up a very simplistic reality in our community. 
And I would suggest to you, Mr. Chairman, that we are not much 
different than any other major city. The poorest people in Cuya- 
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hoga County consistently on a day-in and day-out basis pay more 
per capita for service — ^for increment of service than their more 
well-to-do counterparts outside their borders. That is an economic 
atrocity when the poorest people in the community pay the most 
for public services. We must change, we must evolve, we must 
adapt if we are to truly keep peace and pace with the world around 
us. 

Already we do have evidence of how the Cleveland Competes con- 
cepts have improved the lives of Cleveland families. 'Kie Metro 
Health — McCafferty Health Center public/private partnership is an 
outstanding case in point. Just a few years ago, the city’s 
McCafferty Health Center located on Lorain Avenue was in deplor- 
able condition, physically and medically. The facility had not been 
maintained for many years, but more distressing was the reality 
that the services being oflfered by the Center to the families, adults 
and children of this near west side community were woefully inad- 
equate. In August 1992, the city of Cleveland struck a landmark 
partnership agreement with the Metro Health Medical Center. 
Through this forerunner of the Cleveland Competes philosophy, we 
began to see tremendous improvements in our ability to serve those 
in need of medical services. Pediatric visits to the Center alone in- 
creased from 3,028 in 1991 to 13,278 visits in 1994, an overwhelm- 
ing increase of 249 percent. Additionally, the total number of pa- 
tient visits to McCafferty Health Center increased from 11,170 vis- 
its in 1991 to 25,092 visits in 1994. This outstanding increase of 
125 percent is the product of our collaborative effort. Today, three 
of the city’s four health centers have joined into public/private part- 
nership with Metro Health. Further, the city of Cleveland through 
Cleveland Competes reached an agreement with Local Union 47 to 
provide custodial services to Cleveland Public Power. It is one of 
three key competitive projects that we have now shown that when 
our employees wish to compete, they can and they many times will 
win. 

In 1994, the city of Cleveland opened a brand new headquarters 
for its public property power company. At that time, it was decided 
that we needed to go outside for custodial help. Usually, we would 
go to Local 47, hire individuals and put them on the payroll and 
go forward. We decided to bid this project competitively. We re- 
ceived six bids, including one from Local 47. Today, as I sit here, 
that building is being cleaned because Local 47 won that bid and 
they are operating in our building. Just recently, we took bids for 
emptying the receptacles in downtown Cleveland. We took four in- 
dividual bids, including a bid from 1099. Mr. Chairman, 1099 won 
that bid and today and next year, we will save $600,000 in that 
area of waste reduction. I might also add that we intend to talce 
the savings and buy two brand new EMS vehicles to provide much 
needed medical care in our neighborhoods. 

Cleveland Competes continues to seek innovative and creative 
ways by which to provide our citizens with improved services at 
more effective costs. Services such as waste collection and street re- 
surfacing can be improved by competitive bidding. This is not the- 
ory, this is reality. It is working in Philadelphia, it is working in 
Cleveland and many other cities across the country. 
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I have come here today to say to this committee that for Cleve- 
land and all big cities across tne countiy there is no going back. 
The public has said rightfully that we ought to spend their money 
the way we spend our own. The public does want and deserves a 
better product at a better price and they do not want politicians 
like us to raise their taxes as an automatic knee jerk reaction. I 
might add, Mr. Chairman, this city has not had its income tax in- 
creased in the 6 years that I have been here. There is nothing 
wrong with trying to keep cost down and providing a better prof 
uct. There is nothing unAmerican about that at all. In fact, there 
is something very right about what we are trying to do. I come to 
you today to challenge each and every one of you to look te^ond 
the rhetoric of change and reform and to understand that within 
our hands is the ability to build new cities and better ways of mak- 
ingour neighborhoods better places to live for our citizens. 

Thank you. [Applause.] 

Mr. CuNGER. Thank you. Mayor, for your very thoughtful and 
constructive comments. 

I would now like to turn to the architect of another success story 
in the city of Philadelphia. Again, I want to thank him for coming 
from Philadelphia to share his thoughts with us on reinventing 
government. Mayor Rendell. 

Mr. Rendell. Thank you, Mr. Chairman. I am pleased to be 
here. All of our State is proud of the leadership you have provided 
in the new Congress. I think it is a thoughtful, reasoned approach 
that takes into account the needs the Federal Government is faced 
with, while at the same time not forgetting about the individual 
citizens of our State. So, we appreciate all that you have done. 

It is always difficult to follow Mayor White Mcause he stated so 
eloquently and forcefully the case for change in government, the 
case for making government more effective for providing better 
services at less cost. 

I want to tell you for a brief moment about what we have accom- 
plished in Philadelphia. Where we were and where we are now as 
a frame of reference for the things that I am going to recommend 
that the Federal Government take a look at. .^d obviously Mayor 
White and I imderstand that not everything we do at a municipal 
level is applicable to the Federal Government, nor everything you 
do at the Federal level is applicable to us. But, I think there are 
basic lessons to be learned from what Mayor White, myself and 
many other mayors across America have done to make our govern- 
ments more effective to save money and to produce better services. 
And those mayors are, as Mayor White seiid. Republicans, Demo- 
crats. They are mayors of large enormous size cities, to midsize and 
small cities. We are African American, Latino and white. We share 
only one common driving force and that is to get the most out of 
every precious dollar we have for our citizens. And I think, ly and 
large, where cities used to be the epitome of wastefulness and even 
corruption in the 1970’s and early 1980’s, I think American cities — 
and I know there is danger in generalization, but American cities 
have bit the bullet and made tough decisions and been innovative 
and been creative. 

The day that I took office in Philadelphia, some SVz years ara, 
we were m horrible shape. We had one-quarter of a billion dollar 
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operating deficit due to grow in 3 years — ^if nothing happened, in- 
clu^ng a freeze on wages, due to grow to $1.4 billion in deficit on 
a $2.3 Dillion operating budget. Obviously, that would have thrown 
us into bankruptcy. It would have handicapped our ability to reach 
our economic potential. Little children in Philadelphia would have 
felt the effects of that for the next quarter of a century, and clearly 
that had to stop. But it was not our only problem. Our problem is — 
as Mike has said about the city of Cleveland — our problem is that 
in 1950, Philadelphia had 2.1 million citizens and when I took of- 
fice, we had 1.6 million citizens. And worse still, we had lost 
263,000 jobs, not people but jobs in the last 25 years. In the 7 years 

f )rior to my becoming mayor, we lost almost 100,000 jobs. We had 
ost approximately 30 percent of our tax base. And what our re- 
sponse had been as a city — and we were not alone in this — was to 
raise taxes. As the tax base and as people fled, the only way we 
could keep up was to raise taxes. In the 11 years prior to my be- 
coming mayor, we raised taxes 19 times and these were not little 
taxes. They were our four basic taxes; real estate taxes, wage 
taxes, business taxes and sales tax. We had the highest wage tax 
in America and the highest business tax in America when I took 
office. 

So, I understood very keenly that I had to balance that budget 
without resorting to raising taxes. If we raised taxes, we might 
have balanced the budget in the short-run, but the price we would 
have paid for it would have been enormous. It would have been 
enormous. And 3 or 4 or 5 years down the road because of the loss 
of our tax base, we would not have actually been generating any 
additional revenues, rather losing revenues. So it was a difficult, 
difficult task. 

Our bond rating had reached junk bond status and literally city 
managers met every Monday to decide which outstanding bills the 
city could pay. It got so bad at one point that the vendor who sup- 
plied toilet paper to City Hall cutoff that service much to the de- 
light of many of the citizens. [Laughter.] 

But we were in deep trouble. [Laughter.] 

When I took office, USA TODAY — the very day that I took office, 
USA TODAY described — that little box on the front mentioned that 
I was the 121st mayor in Philadelphia’s history and said that I 
would inherit the worst municipal financial horror show in the 
countiy. Upon reading that, I almost drove right by the building 
where I was going to be sworn into office. We were in trouble and 
we needed swift and decisive action. We have taken that, and in 
various and sundry form, I will outline that. 

Where we are today is in less than 18 months we balanced the 
budget. We have produced three surpluses, albeit small. Our first 
year of surplus was $3 million; the second year $15.5 million and 
this year, we will produce a $30 million surplus. Those surpluses 
have enabled us to enact the first cut in the city’s wage tax since 
World War II, 50 years. It will enable us to cut our business privi- 
lege tax for the first time in a decade. [Applause.] 

And those taxes — those tax cuts are not made for political popu- 
larity. Those tax cuts are made for economic survival of the city of 
Philadelphia. We now have — all three rating services have given us 
an investment grade in our credit rating. And most importantly, in 
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the year before I became mayor, we borrowed money on a 3-month 
basis. We borrowed tax and revenue — we sold tax and revenue an- 
ticipation notes. It cost us 24 percent in interest. We just sold those 
same notes for a 12-month period at 3.95 percent interest, meaning 
millions of dollars of savings to the people of the city of Philadel- 
phia. 

Now, we have also reversed the loss of jobs. In 1994, after 7 
straight years of over W,000 job loses per year, we gained 1,300 
jobs, and in this year in the first quarter we have gained 7,000 
jobs. 

Services in the city, although not where I would like to see them 
have rebounded dramatically from prior levels. How did we do it? 
We did it in ways that I will outline. And as you begin this quest 
to study if ^ings that we have done and what Cleveland has done 
can be applicable — and what the private sector has done can be ap- 

{ dicable to the Federal Government; I understand — as a good and 
oyal Democrat and as a good and loyal American, I understand the 
concerns that Representative Collins voiced in her opening state- 
ment. But my message to all of you is that making government 
more effective, more productive, more efficient will not hurt citi- 
zens, it will help them. Because of the things that we have done, 
Representative Collins — because of those things, we have been able 
to open every branch library in the city of Philadelphia for 6 days 
a week so working people can take their kids to the library on Sat- 
urdays for the first time in the city’s history. We have been able 
to — [applause.] 

We have been able to open seven recreation centers that were 
closed, 12 swimming pools that were closed. We have been able to 
create organized sports leagues in areas of the city that never had 
them before, 21,000 kids are participating in organized sports 
leagues. We have been able to radically improve our district health 
centers. The waiting time used to be 2 months for ordinary things, 
it is now down to less than 2 weeks. We have been able to spend 
more money on children and youth. And after years and years of 
running out of money and being unable to service new clients, this 
year — at the end of this past fiscal year, we had more money than 
we needed. And every child who was abused, battered or aban- 
doned in the city of Pniladelphia was taken care of. We have been 
able to — with the help of the President’s crime bill, we have been 
able to add 153 new police and we plan to add 800 more in the next 
3 years. Now, it is true that the Congress and the President have 
given us money to help us do that, but you give us about $25,000 
per officer for 3 years. It costs us $43,000 in salary and benefits 
for a starting officer. And after 3 years, we have to pick up the cost 
of doing that. In the next 5 years, we will pay out of our city budg- 
et $67 million to match the Federal moneys for the 800 new police 
officers in the crime bill. We have a police force of 6,100. So 800 
is an enormous increase for the people of the city. Had we not done 
the things that we did, we would not have made the changes in li- 
braries and recreation and children and youth, in family centers 
and in police that we have made. 

So changing government, saving money can produce more money 
for the ^ings that you care about and I care al^ut and every mem- 
ber of this committee cares about. So, I think this is a very impor- 
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tant task and we should not look at it with fear. We should look 
at it with anticipation because it can free up money to do terrific 
things. 

We got there by basically doing five general categories, and they 
are all outlined in my written testimony, so I will not go over too 
many of the specifics. But No. 1, we got there by making tough de- 
cisions — ^by making tough decisions. And in many instances — none 
of this stiiff is black magic; none of this stuff is rocket science. In 
many instances, it is as clear as the nose on your face and savings 
that are important can be effectuated by having the fortitude to 
make those toup;h decisions. Mike White, I note with some feeling 
of companionship, got a lot of grief for taking on the strong police 
union in Cleveland to make necessary changes in the contract. I 
did so as well. We have four municipal unions — and I am not say- 
ing this as a badge of honor, but we had four municipal unions m 
Philadelphia; two uniformed and two non-uniform. I will be the 
first Democrat in the history of the city to run without the endorse- 
ment of any of the four municipal unions. I think they are missing 
the point. I think in the long-run, we have helped them very much, 
but they are angered because of some of the things through the ne- 
gotiating process and the arbitration process that we had to do. But 
we had to make those tough decisions. We had no choice. We 
stepped on a ship that was five-sixths under water. So the first 
thing I would recommend to the Congress — and you really probably 
do not need us to tell you that — ^is you have got to have the intes- 
tinal fortitude to make tough decisions. If you do not, balancing 
this budget will not work and it surely will not work in a fair way 
that protects our citizens, the citizens of this country. 

Second, you have to take that government and shake it, your 
government as well as ours. Mike talked about competition. Com- 
petition is important. One, because of privatization or competitive 
contracting. We do the exact same process as Cleveland. It can 
produce a better product for less money. We have contracted out 
24 different services and we save almost $30 million a year annu- 
ally by having contracted those out. But our two bi^est savings oc- 
currea when the municipal workers actually won ffie contract. We 
saved almost $6 million a year because of a new proposal that the 
municipal work force, a specific local, put together in our water and 
sludge processing center; $6 million alone because competition 
forced both managers — ^because managers are privatized out of 
their jobs as well as workers. It caused our managers and our work 
force to get together and say how can we save money? How can we 
be more productive? How can we beat these outside guys? And no 
mayor who has gone through this process is happier than when 
word comes back that it is your own work force that won the com- 
petition. Instead of 24 and 2 in favor of the private sector, I would 
like to see that start reversing so it becomes 2 and 24, and I believe 
as we go on it will. 

The nest thing about contracting out is it has incentivized the 
work force. It has made them understand that we cannot have 
business as usual. We have to save money. We have got to be more 
productive. We have got to spend those taxpayer dollars in the best 
way we can. And now, we have dialog between managers and work- 
ers to try to figure out ways to do basic things, important things 
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to save money. Is that important? Absolutely. And I am sure you 
could tell me stories about the Federal Government— certainly Sec- 
retary Martin could from the executive level. 

When I became mayor, I got my revenue department together be- 
cause one of our big initiatives was to collect more taxes. I thou^t 
we were being beaten left and right on taxes and I thought it was 
a very fertile area, and I was ri^t. In 3 years, by collecting taxes 
more effectively and more efficiently, and by raising user fees to 
the appropriate level necessary to enforce their jobs, we have pro- 
duced $200 £md — let me mve you the exact number, $203 million 
in savings in 3 years by collecting taxes better; by raising user fees; 
by getting reimnursements that we are owed, the proper level of re- 
imbursements from other governments. It has been a very effective 
thing. 

When I met with my revenue department, they said, well, we can 
do better but we need a $5.3 million package in software to collect 
taxes better, particularly these business taxes against businesses 
operating in the city who did not even have licenses. And we even- 
tually got them this software. But in the meantime, I did two little 
exercises with them. I said, one, do a computer run on all of the 
businesses located outside the city who do bu.siness in the city of 
Philadelphia who we give checks to, whether it is contractors or ac- 
counting firms or whatever, who we give checks to, do a computer 
run and see how many of them do not have business privilege li- 
censes and do not pay taxes. You might be surprised, and you 
might not to find 17 percent of the people we were giving checks 
to did not have — ^who were outside the city, did not have business 
privilege licenses and were not paying any taxes — 17 percent. 

I also said to them, bring me the Imiladelphia Yellow Pages, and 
they all looked at me like I was crazy. I said bring me the Yellow 
Pages. In Philadelphia, we have four suburban counties in south- 
eastern Pennsylvania and three suburban south Jersey counties 
that form our metropolitan area. Each one of those seven counties 


has their own Yellow Pages. I said take any category, and someone 
yelled out hospital equipment. So, 1 went to hospital equipment 
and the fourth company listed was in Narberth, a suburb of Phila- 
delphia. I said, this company is doing business in the city of Phila- 
delphia. You do not have to do any computer run to find that. They 
have, with malice of a forethought, advertised in the Philadelphia 
Yellow Pages. It means they are doing business here. They did not 
advertise just in their own coun^, they advertised here. Go audit 
them — go audit them. Find out it they paid any taxes and then go 
audit them. A simple thing like that. 

Now, why did our city work force not think of those things? Why 
did they sort of lay back and say we need this software or else we 
cannot do tmything? It is because we have created with the civil 
service and in many cases with past practices in imion contracts, 
we have created an incentiveless government. We have got to find 
a way to put incentive back in government. I would love to see a 
system in my city — and I am working on it in the next contract — 
and in the Federal ^vemment where we give bonuses to individ- 
ual Federal workers who are extremely productive. Where we give 
a percentage of cash savings of any cost savings suggestion that an 
employee comes up with. I would like to see a system like that. 
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We instituted something called the Productivity Bank. It is a 
small amount of money, $25 million out of our budget. And we 
make it available for loans to our own departments who do not 
have the money to do what they want to do. It does not qualify in 
the capital budget and it is too much for them to sustain in their 
operating budget. Like the revenue department, they could not 
t^e the $5.3 million out of their yearly operating budget, so we 
lent them the money with the Productivity Bank. And our rules 
are, Aey have got to pay it back with whatever the interest rate 
was at me time of the loan in 3 years. If they do not pay it back, 
it comes out of their budget in the final year, ^ey have got to pay 
it back. A^r they pay it back, they can keep the savings for tech- 
nology and equipment. I would love to have some of that savings 
go back in terms of bonuses, as well as technology and equipment, 
to the workers who came up with the idea in the first place. Again, 
we are working on that. But just allowing them to keep the savings 
to buy better technology or better equipment for their own depart- 
ment, it has revolutionized things. We have people sitting around 
in rooms figfuring out how we can do things better. How we can be 
innovative. Let us get a Productivity Baiuc loan, let us do our job 
and then let us get things to change our department like never be- 
fore. So incentivizing the government, I think is awfully important. 

New structures are important. I do not think we should be afiraid 
of new structures. Congresswoman Collins, I am a big supporter of 
HUD. I think what the Congress has done to our Communi^ De- 
velopment Block Grant Pro^ams is wrong, wrong, wrong. CDBG 
is one of the most effective Federal programs we nave, started by 
a Republican president, Richard Nixon. It should not be cut. In the 
palace of truth and justice, it should be increased. I came down to 
support Heniy Cisneros’ initiatives to restructure HUD. So, I do 
not think HUD should be eliminated by any means. But do we 
have too meuiy programs and too many bureaucrats in HUD? Do 
we have things that are duplicative and that are wasting money? 
Of course we do. And Secretary Cisneros acknowledged that as 
well. Is a lot of our spending missing the mark? Should we convert 
to the voucher system that he is talking about? I think so. So, I 
do not think we can be afraid of restructuring and even mermng 
or consolidation or elimination of departments. If the basic product 
that reaches the citizens in Oregon and Pennsylvania and Texas, 
if that basic product is still being delivered the same or in a better 
way, I do not think we should fear those type of things. So restmc- 
turing is important. 

And last, I think we have to have new management procedures 
which make us accountable and measure what government does — 
and measure what government does. We did something — and I 
know the Kellogg people will tell you businesses do it all the time. 
We initiated a program called the City Manager’s Report, where we 
require the city managers quarterly not only to tell us where they 
stand in their budgets. In the past, we did not find out how they 
were doing until the last month of the fiscal year and then it was 
too late to make mid-term corrections. We have also asked them to 
report to us clearly measurable standards of accountability. So for 
police, how many arrests are being made? Are they good arrests or 
are they being thrown out for baa searches and seizures? What is 
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our response time to calls, particularly priority one calls? Has our 
response time gotten better, has it gotten worse, has it stayed the 
same? How many kids are in PAL centers? Everything we do as a 
department, we try to get as subjective measuring sticks as we can 
and we try to hold our departments’ feet to the fire. Not only to 
their budgets, but to performance, to actual quality of services that 
we put in. 

We have done a lot of other things and I hope that you or the 
staff has a chance to read my written testimony. But it can be 
done. And again, we get a lot of credit that I do not think we de- 
serve because other cities have been doing it. We get the credit be- 
cause we inherited such a dire situation. I always think of what 
Senator John Fitzgerald Kennedy said when he was running for 
president and a little mrl came up to him and said. Senator, how 
did you become a war hero, and Senator Kennedy replied it is sim- 
ple, they sunk my boat. And that is in part true about us. We got 
all the attention because our boat was sinking and we had to do 
these things all at once. But other State governments, other city 
governments have done these things and I believe many of them 
are applicable to the Federal Government. I want every worker in 
the city of Philadelphia to be thinking about how to do a better job; 
how to save money for the taxpayers. As Mike said, we want them 
to understand that eve^hing we do as a government has an im- 
pact to people who live in our neighborhoods. And the Federal Gov- 
ernment, I believe, as big as it is, can do the same. [Applause.] 

[The prepared statement of Mr. Rendell follows:] 
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MAYOft EDWABD O. RENDELL 

Mr. Chiinnu, «»* « « * <» « of ttie Home rnumiMm on Government Refbnn and 
Overage MV* dittfatguiibed gueiti, I am to have die oppoitunlty to appear before yoo 

today. I love taiiring about the great City of Philadelphia and I believe that we do have some 
lemaikahle aceompUdimemB to paaa on etat could be of benefit to otfaera. For the past three and 
one-half yean, my Adminiamdon bat been on a miaiiott to leoiganlze the executive bnneb of 
Pblladelptiia'a outmoded govemmett. We've been nkndeaa and we've overcome teemingly 
iniuimounlable banian - and Philadei^hia it now poised to entr the next centuiy at one of 
Amoica'i greatest mhan wcoett itoikt. 

Hum and a half yean ago, it wu hard to magtiie that I would be here today to 
present Philadelidiia u an example of what wnks in government. In Januaiy of 1992, when I 
tocde office, Philadelphia fined the worst financial crisit in its hlatoty. We were a quarter of a 
billion dollan fat debt - a debt that would have grown to $1.4 hfllion by the end of June 1996 
wldiont corrective action. On the verge of banknqxcy, PhUade^hla was virtual^ cut off from 
the major capital markets and was saddled widi a 'junk* bond ndng. the lowest bond rating of 
any of the nation't major cUet. So desperate was the Ci^ that, before 1 took office, senior CiQr 
nunagen met each Monday to deckle which bills the City could aBbrd to pay. City amt .snw. 
m a g a xln e labeited PhlladelpMa the ciqr that 'sets the standard for fiscal distress in die 1990a. '' 

This nighumue was not just a dut-term fbancial crisis, but rather die culmination 
of a long-tBfm decfine in Fhiladefpliia's fortunes. Uke many other ddes, 
was painfliUy evident from its steep loss of population and living-wage jobs. Since reachiiy its 
peak in 19S0, the City, has lost over 23 percent of its population, dropping from 2,070,000 
h th a b liaub in 19S0 to 1,386,000 tat 1990. The Bureau recently that the Chy lost 
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tn additioiiil 33,000 tetklaiti between 1990 and 1992, mote this any other city in the U.S. 
during that period. Aa would be expected, the City's anployment base had also declined along 
with ha population. Since 1969, ttte number of jobs in the City declined by 26 peicent, from 
938,600 to 692,400 u of Januaiy, 1992. 

h was abioinieiy cktr to me when I took office that any solution to OUT ihoit-tens 
flmnciil cririi that woiiened diis decline would be a disaster. We could not afford to thive one 
more fomlly or one mote busmeaa out of die City. To me, that meant no tax increases and no 
devastating senHoe aos. IhsMd, fiom day one, my Adminiiaiiioo took aggressive actkm to cut 
waste, improve maM ge m e n t, productivity, and efficiency, and drive down die cost of government 
- to do more with less. We implemented major stnietuial reforms to tondamentally change the 
way City government conducts its bustness. 

So, thiee and a half years huei, where are we now? 

• We ate projecting a S29.3millianautplns far the fiscal year diat just ended 
drisIuneSO. This wQl niirit dm diitd straigjit budget suiphit in a row after seven straight years 
of deficits. 

• All three major credit rating agencies have tcnimed the City to an 
mvestment grade bond ratiiig for die first dme since S^tember, 1990, significantly lowering die 
City's borrowing costs. Eariy dds month, die City's unproved credit tatmgt enabled us to sell 
12-mandi'nKandReveaue Anticipetioa Notes without ctedk enhancement at a yield of just 3.9S 
percent. In co m pe ri son, during the dqidH of dr fiscal crisis in Jamiary 1991, the City wu forced 
to sell three-month notes wldi a yidd of 24.00 percent. 
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• We hive eoKted die fint cot in die City's oneraiu wage tu-tbebigbest 

in die nation — in SO yean. We have aiso cut our miyor business tax in a delibente effort to 
strengthen dn bottom line of businesses diat operate within Pbilartrlphis. These reducttons are 
part of a five-year gradual reduction in both taxes that eosne after 19 increases in major taxes in 
the 11 yean preceding my AdminisintimL 

a TheCitygainedl.SOOjobsdoriiig 1994aiidlscoiitimiingtogaininl99S. 
This ended a brutal slide that saw the City lose over SS.OOO jobs in slightly lees than six yean. 

a More Impottaiidy, we have not just held the line on servicet, we have 
enhanced services. Widitfaehelpofiaindredsofvolnnteen. we clemied up ClQr Hall, we opened 
our pools aU summec kng, we added new qions leagues for thousands of Uds, and we opened 
32 lifatacies on Satuvdqrs fir the first time far years. We shortened the wait and improved services 
at our districi health oaoteca. We developed an effective new ptngram of coordinated services to 
help the homeless and we added 400 police to the petnds on our streets. 

How did we get ftum the nijhtruaia of January 1992 to the promise of a renewed 
Cl^ prepared to proqier in the 21at Century? We got there by reducing the City's expenditures 
or ineretting its teventies by a total of $736 million during my Administiation't first three full 
fiscal yean. We relied on the fttOowing three broad stiategies to aoconqiliah this ibat; 

e We raised an additional $203 million over our first three ftill fiscal yean 
by cracking down on tax delinquents, charging user fees fliat rcfleo dm true cost of providing 
certain mnnichial services, aial more effidentiy collecting teiinbonements due to the City ftom 
other govenenents. 
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• We negociatad new e g re an e oB with an four nmnicipBl unioni that saved the 
City $302 miUloD over die lait duee fiscal yean without materially affecting the quality of life 
for die average City employee. 

• We genetiled managemeia and productivity savings totalling $231 million 
over the last three years. 

These managament and pnducdvity nvings are what you have asked me here today 
to describe. Fcr the halance of ny lemadci, I would Uke to eiplain some of ray Adminlstradon's 
efforts to restruetiin die exeendve btaach of Philadelphia's government. 

When my Administtaikin took office In Janisiy 1992, the City of Fhlladelpfaia wu 
operating with manigement systems thst were designed fbr a d ifl ta rent era. The CiQ''s budgm 
process, personnel ^siem, eontncting process, management bieraiclqr, and infoimadon systems 
were layered with unwieldy, tmreaucradc ptactlces that did not encourage innovative, effbcdve 
managamentof IhnitBd resoutces. As a result, Rtiladelphia suffered from poor mansgemem, low 
producdviQ^, and high taxes and qiending. As the City's financial condltian worsened over the 
last decade, those inveaimentt that were most critical to doing more with less - investments in 
state of the art management systems, technidogy, thdlides, and eqaipmem - woe predsely the 
investments that were sacrificed to meet more itnmediale financial needs. 

My first step, therefore, was to modernte the culture and structure of our City 
government These effortSheganwithtbe MilyWt Private Sector Task Force, which I assembled 
upon taking office. The Thdt Fane's charge wu to infttse City government with the innovation, 
sccounubility, and entrepienaurship of the private sector. The Task Force wu composed of 41 
local CEOf and ap pro rin auety 300 loaned cxecudvu bom 130 otganixadons. all Cboaen fbr dieir 
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profeuional knowledge and ex perie n ce. Thanks to this tremendous commitment of volunteer 
resources, the Task Force tboraughly analyzed City operations and made specific 
recommendations for improving service quality, cutting costs, increasing revenues, and 
streamlining operations. Prom its inception in January of 1992 to the completion of its work in 
December 1993, the Task Force cooqileted 17 management reviews of 26 departments and 7 
Citywide issues. Mott of the success stories that I will talk about next have their roots in this 
extraordinary public/private collaboration. 

New Managemait Stmetures 

One of Hit aceomp ltahments Of whlcfal ammottpiDiid it the reorganization of four 
key governmental functiont. You would think that, in a City widi a $2.3 billion Oeneral Fund 
twdget, dcte anuld be in place conqitehentlve systems for manning the City's fleet of cars and 
trucks, for corttoUing die City's exposure to financial risk, for minimizing energy-related costs, 
and for coordinatiitg the CiQr's informatian technology. Inatead, when I took office, these 
fimctiotis were spread diaotically throughout City government. Today, structures are in place to 
handle each of these responsibilitiet. Evmi more importantly, each of these new struchires will 
continue to improve foe City's management and producdvi^ far into the future. 

OfBce Fleet Mamagenient 

I e s ta hK a h ad foe Office of Fleet Management In April 1993 by Executive Order to 
coordinate foe m a in te nan ce, asaigmnnit, acquisition, ntiHntian and repair of nearly 6,000 City 
vehicles dispersed over eight City depertmenn. After we cenm into ofRce, we letnwd that 90 
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pocent of lU Ciiy lerviees lequiicd ilieiite of vdtieles. The City'i fleet enployedSSO people 
ind coit $40 million per year to operate, but lacked any gouice for detemisiiig the 

Dumber of vehicle* in the City'* potaetsion, mmh leu the condition of thou vehicles. 

Through Fleet Management, we have made great strides in dw critical aieu of 
vehicle availability, preventive tn a iia e nen ee, and optimal fleet she and configuration. Fleet 
Management reduced downtune of City veblcks to 16 percent for the second quarter of FY9S - 
u compared to 30 percent in die fourth quarter of FY93- putting mote police cars, trash trucks, 
and ambulance* on die lOeet to deliver ctideal CiQ^ lervicM. During the same period. Fleet 
Management also sligfady downsized the City's total fleet by about SOO vehicles to a total of 
ai^mixiinaiely 6,000 vducles. The oooibined cflbct of these two aceomplitfaments wu to increase 
the number of City vehiclei in service at any given time by approximately SOO vehicles, while 
simultaneously reducing the mimber of vehicles out of sendee by about 1 ,000 vehicles. 

the he^ of a profeasicnial fleet management consuhant, we have wimmated 
preventive nuinaenance doough die Fleet Accoundiig Computer Tracking System, known as 
PACTS. FACTS provides a profile of each vehicie, and is uaed to track parts inventoiy, 
preventive maintenance ichedules, vehicle availabili^, and shop perfoimance. FACTS is 
expected to result in an e a dm i tiHl total savings of $3.9 milUoa over die next five years. Purdtpri 
Fleet Managenwtd hu wodoed with individiia] de par tm e nt s to detennine optimum fleet size and 
make^ toguide oorpaidaaea of new vehicles. Finally, Fleet Management hu geneiated $2.S 
million in new revenuei from die auction of obsolete and inviwiitiiiTwi equipment. 

Thanks n> Fleet Menegemem, we now have die eiqiettife end cqiaci^ to focne on 
the details of the Qty's vahlcle use. We are benefldng firom mhanrvxl management tools such u 
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reguIiriiiiomotiveiBCbiiidtantniii^ improved bid q)ecificatk»s enabling the City to purobace 
a better vehicle for leu, greater conaact muagemett efflcienciee to reduce mamifiKtuier 
imitnipK , prejTiji iwyeetimi pmmenk «hf drivers, enhanced job qualifications and testing criteria 
for fleet personnel, and increased customer service. In short, we have the souctutal uapacUy to 
ensure a streamlined and efficiem fleet syattm for Philadelphia. 

Dlvlshm of Risk Manatanent 

In Febniaiy 1993, I iasued an Executive Order creating die Division of Riak 
Management to leduce the City's cxposute to claims and lawsuits and to reduce die frequency and 
cost of employee lidurics. This move was absolutely critical to protect die City's assets. No 
private sector eorpontkat even half dw City's sue could operate wldioat a professional risk 
manager to evahiaie contiacta, purchase insuraise or design a aelf-insnranoe program, and 
evaluxte impoitant Uabili^ issues. Yet, before Fdauaty 1993, PhUade^bia had no such program. 

Rltk MarMgement centralizes and etqiends flincdons that were preidously scattered 
throughout the various operating departmems. Hib non-ayatem that we had inherited was 
disorganized, decentralized, aisi mismanaged, resulting in a tmible record. Rfldi respect to 
claims and iawauita. City indeninity payouts rose from $13.3 milUoD in FYS9 to $34.9 mlllibn 
inFY92, toS61.7millianmFY93udielevel of claims iiKieated and u the Chy and the Court 
of Common Pleu began to clear out an aging backlog of cases. With reject to en^loyee 
disability issues, fbr example, from 1986 to 199Z, the total cost of the City's work iii)uty 
programs almost doubled; in 1991 alone, the City awirded five thnea u many aervice ootmecled 
disability pensions u it had awarded just 10 yean eariier. In addition, t e m p or ari ly disabled 
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enqdoyees wcr itceivlqg an avenge 19 paceet nise in their net pay lor not retorning to wotlc, 
contributing to an aatimated 83,000 loR work daya in 1991. 

To meet itt goala, Riak Management wodca through fbnr diatlnct unita. The 
Employee DliablUQr Unit oveneea all a^ecta of the anployee work-related diaabllity program. 
The Safety and Loan Control Unit inveatigatet and aeeka to leaolve cafe^ iaauea, provides iigury 
p re v e ia ion tnlniog. and condncta studies to evahiaie aafieiy conditions throughout the City . The 
Rtik Management Unit aaaiata departments and agenciea with "«»nr»nr* and self-inaurance 
programs, ap p ro ves all City contracts, advises CiQ' depattmenta regarding liability issues, and 
manitDts all construction pretjecta funded by the City. Finally, the Claims Unit investigates and 
settles proper^ damage and personal li^ary clahna filed against the Ci^. 

Ride Management's results have been impressive. Through die implcsnentatlon of 
a total comprebenaivc reform of this of government, the Philadelphia iiyury 

benefits system is coming under control, with tMl uvings fiom disability reform estimated to 
vproach S8.9 million in FY9S. The use of iqured-on-dnty (lOD) leave taken by City enqiloyeea 
bat decreased by nearly 17 penxm in the five dep et une ms with die highest historical usage of lOD 
titne: lOD leave for die Police, Fhe, Prisons, Streets, and Water departments was reduced from 
a total of 62,979 (hQrs in FY93 to 32,339 days in FY94. The number of service-comiBcted 
pensioas awarded fau also dropped dramatically from 153 in FY92 to 43 in FY94. Philadelidiia 
DOW has aptofesrional staff that seeks to identify meins of reducing injuries such as the purchase 
of ergODomicaUy sound equ^mwm and frirnitare to prevent back iqjuries and carpal tunnel 
syndrome. Our Claims Unit hu instituted imnirrtialr initiadves to reduce the City't costs such 
•s the mobilBation of City claims adjustcis in em e rgency sluatloDs, the aggresaive investigation 
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•BlitlenipttoietieeWmflieftKftltwiiiititfikd, aiidflieoolleetk>ii<rf|iievicusiy um«oveted 
hondndt of fboosindt of dollui ia third pttQf dtmiget to City praperiy. 

Over the nets IhwTein, teprinuiyfticiif oftheSUcManigemeotDivisioD will 

tMteffrUiiiMn nn mH ♦ ■ ■l lliJl m al l iT tlltllMglMWI [Mt tBtn place RnCC 1993 . 

Ai these mhiitives coolhne to evolve. Risk Msmgrmtat prqjeca fbxflier savingt sod greeter 
iiabilhy in botti die City's dittbiliiy qmem and htdemnlQr bndgit. 

Mnilfipsl gnsriy OfHes 

TbedMoewfoveneBeatsttueoiieittheMunidpelBneigy Ofnoe(MEO), which 
leslsblMied by BMCOtlve Older in July 1993 to lead sod cooidiiiBie s City wide effort to reduce 
eocigy ussge and costs. Energy was not so modi a cMe of mismanagemeet u it was 

ttotallaekofmsnurniri*. hfy goal far the MBO was to tethice the City's energy eetpenies and 
ootaumptlon by at least 10 paeoent, for savinp of at least $8.6 million ftom the Chy's yearly $86 
nuDian energy budget In just over one year of operation, the MBOdev cl oiied initiatives that are 
projected save the Chy a projected $16 million through 1999; the cost of operating the MEO 
aniouBtt to only a small faction of diesetvdngi. For example, in FY94. Philadelphia joined the 
U.S. Environmemil ft otBctioo Agency's Gteen Lights Program to upgrade 12 million square Itaet 
of dQr fiKOities with new, eiaagy<fBcieat limning and reduce the City's energy bill by over $3 
mmionaiaaBdty. hi a nother i ni tistive. the MEO's Aladdin Picject replaces older light bulbs with 
mote eengy-efllcient bulbs to save a projected $413,000 in FY9S. Throogb the developomat of 
new eneigy-etSciency sumdaids for all new and renovated City fsciltties, and other cost-saving 
proBtams such as the lenlsmmwit of trsfHc stgnali vvtih Hghi anttriiiy MoOta, Mvn 
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Ihttbgr file year 2000, the City'i omaO energy uae wUl iWilinr by 20 percent, while lighting uie 
tbould drop by 30 to 3S percent. 

Mhyor'a Office of loftinnatiaa Scrricaa 

I created the MayOT'a OfBce of Infbnnatlon Servicea (MOIS) in September 1993 
to consolidate die CiQ''i information services under one of5ce and one director. Prior to the 
creation of this Office, the City's information services were diqtersed among various Ci^ 
departments, a situation diat repeatedly led to poor choices of b ai dwa re and software, and 
duplication and lack of oooidinathm among related d^a r tm e n ts . Now, however, we ate 
developing a secure, netwoiked, and ttUe-of'dte-ait compiitw aiddtectnie nMhvintt by skilled 
infonnatkm qrstems profeasionals. 

MOIS hat ndkally dianged the City's qtproacb to infoanadaD technology. In 
1994, MOIS worked wldi City dqt aran e n ts to develop die CUy cf PhUade^hia Strategic 
Information TeOinology Plan 1994-2000 winch providea a bluqtcint to guide the Ci^'t 
infemnation technology investments into die next cenoiiy. MOIS has also developed a City 
information technology budget that catalogues technology investments Citywide and assists in 
interdepattmental coordinadoa. tesoutce allnratinn, and priority-setting. 

Now that we have rstahlished a clear dhccdon, I have chosen to increase the 
percentage of die City's budget devoted to tedmology finsn 1.6 percest for FY94 to reach 2.9 
percent by FY97. Theseinvestineiu win nldinaiety pay off handsomely in hqmived productivity 
tbrcsiglKut die Chy, Just as di^ have in private industry. For example, by establishing Citywide 
s t a n da r ds for personal coaqatter software and local area netwmks, MOIS eoqiects to save a total 
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ofiiioRtlanSlJiiiinknowtenBsnmyean. MOIShucmcomOroughtiieeiilwiieeineiit 
of aiiMdy in ptoductioa ind the contoUditioo of d itn c omm for City ifenciet. By 

renagoditing haidwgie agieemeat, MOIS ichieved another $110,000 in annual 

aavinga to foe City. Contracting out technology-related activities that cannot effocdvely or 
efflc»tf y be pe r tonned by in-houae staff has also leenlled In l ignHIcaiit nrvice iuiprovementa. 
Finally, computer mining and toftwaie support for City employeet at a renegotiated 

cost has resulted fat an eahnated $200,000 in antnal mvingi to foe City. 

Mott hqMftantty, MOIS hat enabled cooperation between depattments to vaady 
fanprove foe City's ability to cany out its te^tonsibiUtiet. MOIS ia asaistiiig fat the developtnent 
of a new itar g ntnrt Cri"*in«< Jnaiiae Inform s t l nn Syttam (CHS) to be rimed by the courts. District 
Attomey, police, and pritont tyatamt. Before foe CJIS, intoimatlon on each suspect had to be 
four iI m m m into four liHfct gnr eon^uter lyttetnt. By a common file, the CHS will 
eliminaiB waateftil duplication, make traddag a soqpect'i movement thiough foe qrstem much 
easier, ftrilitatr mote efficient pie-orial pmoedttres and pritcn papulation ma na g e ment, and help 
witnenes, crime victhni and foe Justice tyttem aa a ediole. Putfoer, MOIS coUabanSed in 
developing an integrated tax lyttcm for foe Reveaie Dqmtnient foat will liack foe payment of 
17 taxei, give the City aooeia to riate and federal levenue coonwteif, and enable better 
coordmatkai between foe Revenue Dep ert ment and foe Law D ep a ttm e nt 'i enforcement division. 
This lyatem ia ptctjected to yield $21 million in additimal levenuea over the next five years. 
Finally, wifo foe City nanniiig Commiaaion and Streets Dq ni t m en t , MOIS ia developing a new 
Qeogiaphic IntWnnninn .Syttwii — « i\f Hiy This system Will 

be able to geneiate maps showing tiaab routes, water mains, abandoned bouamg, zoning 
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dadfiodiaai, and water cotofli. The CiQf may tave 19 to $4 nillkn between FY9S-FY99 due 
to fasptoved louttng of vebiclea and a^ierviaaiy eeasmnieatian made possible by this innovation. 

New Manafsaicnt nractleea 

llie oonsoUdatlon of these fear governmental ftmctloiis tefleets our desire to create 
a mote efficient, productive public stractme. Pethiits the greatest evidence of my 
Administration's imnimimwint to revoiutkmsry change, however, consists of three new 
management practices that we have implemented throughout City government: Competitive 
Contracting, the ftoductlviy Bank, and the Dq> ar mem Service Deliveiy Report initiative. Each 
of these new managemettt ptacdees hat comributed to the City's ranatkable savings that I 
described earUer. The value of these kxds extends fhr beyond savings, however. These new tools 
of manegemem have greatly improved service levels in fee City. And they have fimdamentally 
changed fee cultore of our govenanem from one of butcancratic passivity to aggressive, 
e n t r epr en eurial manag ement of service-oriented operations. 

Co mp e tl ttvt Contractiiig 

1 . 

My AAnintorwinn created the City’t Co mp e titi ve Comracting Prog ra m in ./^iril, 
1992 to iriiectcantpetltiaainio the provision of Oty services. I see three primary benefits to this 
program. Futt; in every initiative to far, fee Cfey baa obtained equal or better service at a lower 
price. Second, the Corrqietitive Contractiiig Program requhet City departmetta to compare fee 
cost and quality of feeir acrvioes to analogous services provided by fee private sector. Private 
comp eti tio n creates a yardatidc by which Chy managers and union en^loyses can measure their 
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p erfo n n mce, providing the oppoitunity end die incentive for City mintgen to implement 
productivi^ measures. Third, Philadelphia has finally introduced competition into the delivery 
of basic City services. Increasing efficiency - even in those departments or divisions where there 
is no pending contracting out initiative - has been the inevitable result. The City's competitive 
contracting progr am is enooucaging Ci^ managers and workers m become more e uir e pr e n e u rial. 

To date «re have completed 26 compediive contracting initiatives with outside 
providers, generating an esdmaied total annual savings of $23.86 million is of May 10, 1995. 
Peiliaps the most visiUe example of the in^ved service that results from contracting out is the 
new shine on Philsrirlphis's 92-yesr old City Hall. Now cleaned by a finnily-nm, unionized 
m a in te n a n ce firm, City Hall is cleaner than ever at a savings to the taxpayer of more than 
$300,000 a year. For another less visible but mote hictadve example, the City is In the process 
of eliminating its warehouse for office supplies and replacing it with just-in-time delivery 
tequiteiiKtai for oantmctcKS, at a saviitga of $1.15 million antnially. And the City has contracted 
out tere^xnsibllity for cutditg neatly 1,000 acres of gram in Fairmotmt Park. TUs measure has 
reduced the average time between summer mowings from four wedcs to two wedta at no 
a dditinn a l cost, and permitted nuuntenance workers m attend to other Park tasks. 

The purpose ofcompetitlve contracting is nor to 'privitize'' City fonctlooi, but 
rather to lower the cost sndnqiiove die quiii^ttfCi^ services. Before coDiiactmg out a service, 
City nunagets must petfoon s strlngeiit economic snalysis th»t identifies the true cost of tbs 
service. TUs ec taitaiii c snalysis is provided to our Ci^ eaqrloyee unfons, and thciy are given the 
oppoitunity to develop and submit ttieir own bid to keep the service in-lmiue. Tbrongh this 

process, die CiQr has mved en eddkkniil $8.2 miUkni thanks to two faddatlvei wfaoe die Ibnctkiiii 
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coitlDiietDbepafoimedm-bousefay Chy WDtkmitklowereoat. In fact, tbe siogle largest eon 
saving gensntad as a leailt of our cooqiedlive contracting program was an in-house testnicturing 
of tbe Water Department's Sludge Processing Center. Regardless of the outcome, simply going 
through the rigorous process of conducting an economic analysis of their services benefits 
dqMTtmental t^terafioot. 

I wait to ntets that nfaen c o m pe tlllv e c o ma c tl nglaada to a service being furnished 
by an outside provider, (he CiQt's dedication to providing aceqitable services to the taxpayer does 
not end. Instead, the tde of the City changes from provider to ov e rseer, and my Administration 
htt made a strong commitmett to competent and vigflant contract ma n egemem. 

I also want to stress that a suocestfhl comi e dtJv ecoiaiae i ingprognBn does not have 
to come at dKeaqienae of hardwotkingmunic^ employees. The Chy hu provided altenative 
en^doyment for over 1,200 City waricEn displaced by conqietitive co n t ractin g hdtiativea through 
a new Redeployment Office in tbe tatonnel Dq«rtmem. Moteovci, fewer than one dozen 
ai^ilayeet have been laid-<rff n a result of the CiQr's co mp e titi ve co n t r a c t in g initiativet, and no 
worker hat been involuntarily sqwrated from City enqiloyment without first bemg offbred an 
^iprapiiare new cngiioymere opportuiity through a ‘first hiring pre fe r e nce* with the new service 
provider and/ff the Qty. 

nroductMly Bank 

In Augun 1992, my A diniiiimaikiu introduced a S20 million revolving loan frmd, 
known as fee Productivity Bank, to trigger key depa r tme n t a l initiatives - projects feat will 
generate long-term aavlngs and revenues or signlficaDlly improve servicta. Along fee way, fee 
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Piodnetlvity ii to tpnk io&ovatlos in tbe way tliit City govemmeot condocti ia 

bushten, inqjrove the accountability of City managers, and introduce entrepreneurship in service 
to the public. 

Eligible projects ate those that cannot otherwise be fkmded from the CtQr's capital 
budget or from a depaitmmit'i operating budget wifixnit endangeilng its notinal service levels. 
Depaitments spplying for loana must prepare an application which inrhidfs a project description, 
a project budget, and an aoatyais of how die picgect will either induce City Oeneral Pond 
expenditures for ddiveriss tnunic^ services, increase Chy Oeneral Fund revenues, or lead to 
Mihahmrisi m aetvice leveia even If ftaandal pqincki are not leadily quantifiable. Bank 

loans must be repaid in aocotdince with a repayment sdiedule that ii aet forth in a formal loan 
agreement signed by the dqiattment bead and Bank officen. DepatUnents ate required to pay 
heck to the Bank the loan principal plus 8.56 percent interest. 

To dste, die Baric hat approved 11 loans to seven difCerent depaitments for a total 
loan amount of $15.8 millkn. The City cunently eadmaies that these loans win generate savings 
or revenues of ap pro x i m ately $51.2 million during the first five years of each loan; loQg-tenn 
benefits will be for greater. Even after repaying the orlghtal principal and interest to the Bank, 
puticipating City depattmcoti will net $26 minion diat can be used for improved servicea. 

The success of this prqject goes well beyond doUart and cents, however. The 
Productivity Bank ia playing a nuijor role fat Upgrading Ibe teclmcdogical capabUitles of Chy 
government, pardculaily in tbe developmem of advanced computer systems, dm area that hat 
received the vast mqjarlty of loan fond in v e stmeut s. For example, the Records Department 
received a $3.85 million loan to develop an advanced computer imaging system that reduced the 
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time nquM to ooDptete title KtidiM&DiD 8-12 weeks tojiut one week. This improved service 
will aliow the deputment to collect u idditionil $7.34 milUtm In revenues by FY99, and will 
also result in $1.76 million in savings by allowing one enqtloyee to do the woric previously 
performed by eight wotkets. 

The RraductWiqr Bank also loaned $1.28 million to the Police Department for the 
purchase of a canqiuter photo-imagliig syitem that can store iq> to one million mug-shots for 
immediate retrieval, as well as a bar-coded identlficalion card qtstem and evidence control 
module. This will assist in impr oving accounahtliiy at court check-in, and evidence inventory 
eosatol, and is pngecied to save $2.64 million in perstmnel coala, overtime, materials and supplies 
diiiii« FY94-FY98. 

Four PraductivlQr Bank loans totalling $6.8 million to the Revenie Department are 
{vctiected to produce extraoidinaiy letunt of $30.9 million In imcased revenues. These loans 
will enable die de par t m en t to -■«>"»—>■ ha collection, billing, and enforcement ctqiabiliiy ; automate 
tiK selection of teturns for audita; and link all ClQr tax systems and federal and state databases. 

These ate just • few examplei of udiit can be acconqillalied lumg this new 
mamgement tool As t levolvfaig loan fond, the Productlvl^ Bank it designed to be an ongoing 
part of City govemment. Rqiayinenti femn many of die existing Productivity Bank loans are 
alieady well underw^r, witii $4.9 minion In rquytueuis abeady completed and an additional $S.7 
millio n of FY93 lept^metts awaiting the submiiaton and passage of a year-end budget transfer 
ordinance. 
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DcptftdKfltil Bi^ort 

Ultlintttly, the true teit of aay goven an eB t it the qnaUQr of te services Out It 

; 

provides to its dtizeiit. When we eviliitte dte petfonnsnoe of tqy Anction of government, we 
must not sfanply messuie how nnidi wu vent and how mttqr esqdoyees were dedicated to die 
task. We tmat also neeanie what is teally iimnimwi to our cidecaa - the level and quality of 
anvioea provided. Troa aoeomatMliV to the public cattoot exist without this. 

Uflill teoeotlb', however, nehherl nor aaypievioat Mayor of PhOade^ihia could 
tell you at any given time exactly what level or qnalhy of services we were ptoviditig. The 
measurement of die qualiQr of aervices had been oonihaiiig. fateompleie, and in many aniaa. 
vBlnally non-exiaiett. 

With those concents in mhid, my Adtninleliation has developed what we call 
die Dqiartmetital Service Delivety Report to ayatematteally trade and evaluate the quality and 
quantity of City aerviseebeiiig provided to the people of RtiladelpliiB. This initiative enables City 
ofOcialt and the public to aiaeee whether teal progicm is being made to iwviB City tervioes 
within etdatiug bndgeiaiy oonatnints. 

D 4wuu B m by depa i t uien t, we are developing for the lliattiiiie a c o m pr ehensive 
SBtofquantiietive m ea eur emBnt a ofsetvice.lBvelaaiidqnalilaltvemBaaiiieinHitsofpe t fionB ai ic e . 
Ihe inmiber Ot arrests made over a cert ain period of time is an of a service level 

meamrei iient tor the Police Dqtamaent; reyonsetfanes would bean eaample of a petfbtm at ice 
measmemem. Other Police D tp a i t ine i x me aen rements ftm ere ogrently being teponed hielnde 
response times in mhanee far Ptiotity One crimee, nomber and percent of ofOcen in on-street 

bureaus, mqlor crimes and arrests in tttoosands , dearanoe rates of crimes for which arrests have 
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been nude, ivenge hours taken from arrest to coit^letion of processing, the number of police 
vehicle accidents, the number of children served by the Police Athletic League, and several 
personnel-related measurements. As you can see, these measurements and targeu can give a 
pretty good idea of the performance of the Police Department to every one from the 
Comniissioner to a citizen on the street. For all 33 agenclea irtcluded in die most recent 
Depattmemal Service Delivery Report, there were a total of mote than ISO measurements, each 
of which included quarterly and annual targets set frntb in black and white. 

The proeets of develtqiing p erfo r m a nce measures Should, by its nanire, be an 
ongoing one. Itbasthepolential, in and of itself, to contribute greatly to the quality and qutnticy 
of City services. As City mansgen wodc to develcqi accurate means of measuring performance, 
they will also have the opportunity to re-evahuie dieir depanmenu' fundamental miaalon. 
Moeover, thsy win be chaUenged to ttticulite key goals and Objectives that ftilffll that mission, 
ind then to develop measurements dial confirm whether or not die desired objectives are being 
achieved. 

Corttrol and Ovcniglit 

I would alao like briefly to touch tqxm two coordiutiiig mechmisms that my 
Administration created to oversee die inidadvet I have described above, as well as literally 
lamdieds of other stqu, large and mill, that have contributed to Philadelphia's renaissance. The 
first of these is the Initiative Conqdiaiice Committee GCC), udiich is made up of the top City 
managers and which I rstahliihrd eady in my tenure to monitor the City ' i progreis in meeting its 
cost-saving, revenue-enhancing, and producdvity-mqnovement goals. The ICC meets weekly 


18 



59 


to thi» City's fiiwnff iai and opetatiooal (tatut, and to ni«iw policy decisions. In addition, 
the ICC meeu widi all depanments on at least a quarterly basis to review their budgets and to 
ad dress mqor operational issues. The guidance of the ICC has been critical to die success of the 
many accompUahmeiitt I have desc ri bed. 

Second, for day-to-day coordination of the implementation of the City's many 
mana^ment and productivity faddativei, in Jamaiy 1992 1 c rea ted the OfBce'of Management atal 
Productivity (OMP). OMP acts u a clearinghouse far new ideas, and champions management 
improvement projects that cross dqiartmental boundaries. For example, OMP has played a key 
role intestniciuring the four inienul City ftmcdons I discussed early and conritaiea to siqiervife 
the ope iat i ons of Fleet Management and MEO. It nins the Productivity Bank, paitkipatea on the 
Competitive Contracting Commitiee, and woikt to create ongoing pattserab^ with the private 
sector through the Mayor's Management and Producdvtly Council, the sncceasor of the Mayor's 
Private Sector Task Foice. 

Given the seriousneat of die City's financial condition when I took office, we bad 
no room for miscalculation or delay in implementing our reforms. The ICC and OMP played 
critical lolea in wotfclng with each dqiaitment to establish ambitious yet reallttic targeu for each 
initiative, and in assuring that those targets were achieved. This procesa contiiaies today. 


Cotmltisian 

The halhnaik of my AdministratiQn hat been a refiisal to appeal to outside sources 
such at the state and federal goveraments b e fo re first pottiag our own house in order. And I am 
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proud ttot we have done that. In just three and a half years, we have restored public confidence 
in our City's government by proving that government can work so long as we all work together. 

But we are by no means out of die woods. For despite all this remarkable progtess, 
the economic fudire of this City it still very much in doubt. Omsider this; Last year was only 
die sodh in the last 26 diat Philadelphia has not ended the year widi a net loss of jobs. Between 
the 1970 and 1990 Ceosuaes, the portion of ourresideDtt living in poverty rose from 1S.2 percent 
to 20.3 percent. 

I don't need to tdl you that an eroding tax bate combined with an increaaing need 
for a wide array of life-iuaiaining services ia a formula for long-term tUaaater. When I took 
ofBoe, I knew all too well that this fonnuli had bequeathed Fhiladelpfaia a tax structure diat was 
an albatross around the City's neck, cboldng Philsdetphla's taxpayers and economic giowdi. It 
put the City at a competitive ditadvaniage, not mily with ita auburha, but with other comparable 
cities as well. For example, a recent Wharton snidy placed the lax burdens of our four 
sunounding Pemtylvanla counties at betfwen 2.97 and 6.62 percent of a typical tesldeiit's anmal 
income, while a Philadelphian staggers under a 12.15 percent burden. 

’Tberefote, at the most fimdamenlal level, two conatraims must govern every 
stiBicgic policy Gboice we make in dK fonite. First, we must do nothing flirtfaer to drive people 
sndjobs&omdKCky ofFfaUide^diia. This meana no foidwr increases in tax rates and no Anther 
cuts in the services that d» nuq«yers value. Second, we nniit create oppommhiBf for new job 
and neighborhood developtnem by cutting die cost of doing businew and living In Philadelpbla 
while concurrently ^uproving City lervices. I suets again: our strategy cannot succeed if it 
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lowen the quality of the City aeivices that influence people'i cboieea to leave or inveat in our 
City. 

The auccetiea that I have described cannot be die end of die Philadelphia story. 
If CiQr government is to contribute to Philadelphia's thniie conqietidveaess and strength, dwn 
government leoiganiation and ecoaoinicievitallzation must be an ongoing process. Idendflcadon 
of cost-cutting measuies, sdnsilefinn ofneigjtbori a o d enteqxise and development, and cuttitig the 
cost of doing business, ate only the beginning of a long, continuing battle for economic 
survival. 

It's a battle we must all cae about, legatdkss of where we live. In closing, let me 
shaie with you the words of NatianaLIataial co-founder, columnist, and andmr Neal Peirce; 
"Too often acomed, too often abused, dties are the heertheat of 
what makes America America. For ceohiries, drey have provided 
ladden of opportunity for «ch aipiring netiooalhy »nd ethnic group 
diat reached these shoies. Their perks and river walks and pitbllc 
buildings, dieir boulevards and monuments, embody the vision and 
legacy of our fosetahers. Cities are the nerve ceatos of America's 
cammerce, its arts, its communications. Their neighborhoods, 
spread out in Infliilte design ami character acme this continent, sie 
dielU«k:ofaurciviliattioa...Letdierebenodoiibt: no cities, no 
dviUzidait" 
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Ladiet and ge n t le men, I live and fareatbe the Ci^ of Fbiladelpliia, and for me, 
Aex words ring true. At you endeavor to lesmictiite tbe federal gove rnm e n t, I atic you to keep 
tbete words in mind. 

Thank you. 


22 


Questions for the Honorable Edward G. Rendell, Mayor of Philadelphia 

1 ) Your testimony credits much of your success to extraordinary public/private collaboration. 
Do you think such collaboration is possible on the federal level? And more importantly, do you 
think federal restructuring can succeed without it? 

2) It seems to me that you were able to turn Philadelphia’s fortunes around in a suipnsingly 
short period of time. How did you manage to “strike while the iron was hot,” yet do it thoughtfully 
and without many mistakes? 

3) Did your reforms cost money up-front, in order to achieve savings over the long term? 

4) It sound like the success of Municipal Energy Office and tbe Office of Fleet Management, 
and of course the Office of Information Services, hinged on tbe use of technology. Please elaborate 
on the role technology has played in the city’s successful restructuring efforts. Would your success 
be possible without it? 

5) What is your position on the elimination of each of the following federal departments: 
Commerce, Education, Energy, and Housing and Urban Development? 

6) Please comment on the proposed devolution of Federal programs down to states and 
localities. 

7) Would you support an incentive/bonus program for federal workers who find ways to cut 
federal regulations efficiently? 

8) Would you siqtpon a repeal or modification of Section 1 3(C) in mass transit programs that 
limits the ability to compete transit programs? 
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1. I strongly bslievs that restructuring of federal 
government must entail a public private collaboration. We found 
that it was vitally important to have people outside the government 
bureaucracy to come in and evaluate what changes were necessary to 
allow us to be more effective. 

2. We did meOce our share of mistakes but, fortunately, 
they were minimal and although it is true that our turnaround 
occurred in a short period of time, I was formulating my ideas with 
a dedicated group of people for well over 18 months before I beciuae 
mayor. Additionally, it should be noted that one of the reasons we 
were able to "strike while the iron is hot” was because there was 
overwhelming public support for making changes in the face of our 
problems. I can't overemphasize how important it is to be able to 
galvanize that level of support. 

3. Some reforms did cost up-front money but in the 3 
1/X short years we have been on the job they have already paid us 
back with significant dividends. (See attached description of our 
productivity bank) . 

4. All three of the offices cited in your question 
depended significantly on technology to achieve the level of 
success they did. That technology could have been technological 
advances used to effectuate the reforms (e.g., the Office of Fleet 
Management used new computer technology to do street mapping which 
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allowed us to create more efficient trash collection pickup routes 
that saved millions of dollars overtime) or where new technology 
was directly used to achieve savings (e.g.. Energy Office's Alladln 
Project which replaced all existing city light bulbs with new 
cheaper and more efficient ones) . 

5. I believe that of all four departments, it Is 
absolutely essential to keep HUD and Education as separate 
entitles. Their mission would be severely hampered without having 
specific advocates to advance It. They both should be 
significantly restructured, however, and Secretary Cisneros' 
recently announced plan Is a very sound one. I do not know enough 
about the mission or work product of the Commerce and Energy 
Departments to appropriately comment. 

6. Devolving federal programs down to the states and 
localities is basically a sound Idea. Clearly increased 
flexibility at lower levels of government is extremely important. 
However, this devolution should not be used as an excuse for 
devoting less money to the substantive goals of the programs that 
are working (surely there can be significant reductions In 
administration by eliminating much of the federal bureaucracy) . 
Nor should this be done without the Imposition of some basic 
federal standards to ensure that the states and localities operate 
these programs In a way that achieves some of their basic goals. 
Lastly, it is very Important that much of this block granting and 
devolution go directly to cities and counties as opposed to states. 
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Far too often states' distribution of block grants gives cities 
less funds than they deserve for political reasons. This can be 
avoided by devolving sany progreuts (such as crime bill funding) 
directly to the localities. 

7. Absolutely! Only Incentives and/or bonuses can help 
us find effective ways to cut regulation, eliminate waste and save 
money. 


8. He support streamlining the existing procedures 
under 13 (C) . Experience has taught us that the well meaning 
Intentions to protect l2d3ors Interest too often resulted In costly 
and unduly lengthy delays In the procurement of transit goods and 
services with no benefit to the public, to the transit authority, 
or to ledsor. 
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Mr. CUNGER. Mayor Rendell, thank you, for your excellent testi- 
mony and for the CTeat success that you have had in the city of 
Philadelphia. It really is remarkable. 

Treasurer Blackwell, again, we thank vou for participating this 
morning. We are delighted to have you here and look forward to 
your testimony. 

Mr. Blackwell. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, let me say how 
CTateful I am for this opportunity to testify and how privileged I 
feel to serve on a panel with such exemplary public servants. 

The views I share with you today are drawn from 25 years of ex- 
perience in academia, government at all levels and business. 

I come before you as a State-wide elected official and as the 
State’s chief fiscal and investment officer. I briefly want to address 
the management revolution that has gone on in State government 
and the underlying conditions that have allowed, if not forced, the 
States to achieve nuge productivity increases and improved serv- 
ices to the taxpaying citizens at a lower cost than ever thought pos- 
sible. These changes have brought about an immensely positive 
transformation of State government. These conditions now apply to 
the Federal Government as well. 

It is a cliche in the business world that the old ways of doing 
business are long gone. The market has always disciplined for-prof- 
it organizations through three mechanisms; performance stand- 
ards, pricing information and the constant possibility of consumer 
choice, or the option of substituting a new and improved service for 
the old one. Big American companies — ^including a lot of major em- 
ployers in Ohio — ^had to learn many difficult lessons as a result of 
foreign competition in the 1980’s. State and local governments had 
to learn many of the same principles in the 1990^s. Now the Fed- 
eral Government will learn them as our Nation approaches the 
year 2000. 

These lessons are, first, the citizens of the United States are be- 
coming aggressive comparison shoppers with extremely high per- 
formance st£mdards and heightening expectations of service. Sec- 
ond, citizen taxpayers are beginning to see that they and their 
elected leaders have more alternative choices than ever dreamed 
possible. And third, citizens are getting accurate and unambiguous 
information about the pricing of Government goods and services. 

This increased access to information is a momentous develop- 
ment. It is true the cost of Government has gotten too big to be ig- 
nored. The cost of Government in taxes is now the sin^e largest 
item in every familVs budget. The average American family now 
spends 40 percent of its income in taxes, which is more than its ex- 
penditures for food, clothing and shelter combined. 

What will really make the difference though is that from the 
middle of the 1990’s onward, I believe the Federal Government will 
be subject to a pair of constraints. A constitutional requirement for 
a balanced budget and a constitutionally mandated three-fifths 
vote on any tax increase by the Congress. Ohio has the former and 
I am confident that we will soon have the latter. 

For us legislators and executives, the balanced budget and super- 
majority requirements are decisive indicators of how well we have 
done our job. The constitutional amendments do not say that we 
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cannot pass an unbalanced budget or a tax increase, but they do 
say we cannot do it either without explicitly going on record and 
telling people what we as their elected employees have done. These 
requirements force us to say that we could not think of anything 
better to do. Believe me, that is a tough test. 

Three basic questions are being asked at the State and local lev- 
els. You have heard them laced in the comments of my fellow pan- 
elists. What exactly does the city and State need? \inio can best 
provide it and how much will it cost? To Governor George 
Voinovich and me this is not rocket science, but it is really tough 
to ask these questions and to make them stick. Consider this, of 
the 50 States, 49 have a constitution or statutory budget balancing 
requirement. As of the last year, 49 States expected to end the pre- 
vious fiscal year with their books in balance. And incidently, of the 
49 States which balanced their budgets, 47 ran surpluses; 10 
States currently require a three-fifths or a two-thirds super-major- 
ity in the legislature to raise taxes. On the whole, these States 
have been even more successful in restraining the size of Govern- 
ment. In super-majority States, per capita spending increases in- 
creased by an average of 95 percent between 1980 and 1990. In 
States without super-majority requirements, spending increased a 
simificantly higher 102 percent. 

The achievement of the States stand in marked contrast to the 
failure by Congress to pass a balanced budget for 29 of the last 30 
years and 25 years in a row. There is a single root behind the in- 
ability of Congress to manage our Nation’s financial resources wise- 
ly. It has long exempted itself from the market discipline that ap- 
plies to lower levels of government, private organizations and fami- 
lies. Congress has been able to systematically evade its responsibil- 
ity to the voters for its financial practices and at least hide from 
the general public the impact of its decisions to tax and spend. 

So how, in short, did Congress pick up its big spending ways? 
Here is a brief catalog of devices. Automatic umegislated tax in- 
creases. Of course, the most notorious of these was bracket creep 
in the 1970’s. And while action in 1981 took care of this situation, 
over the years. Congress has still found other wi^s of allowing or 
attempting to allow a tax increase without an affirmative roll call 
vote. 

Automatic spending growth. This is the entitlement dilemma. 
And the current services baseline which includes programmed 
spending increases from year to year. 

Deceptive voting practices which this Congress is starting to deal 
with. 

Incumbent protection; unfunded mandates which Governor 
Voinovich was in the leadership fighting with my two colleagues 
who have fought this fight at the local level. 

Regulatory takings, rights of private action. You begin to see my 
point. 

Finally, there are two reasons why the Federal Government 
never had to miike the tough decisions and adopt the bold but po- 
litically risky strategies State officials have had to accept. To start 
with, the Federal Gfovernment enjoys access to world capital mar- 
kets. So far its access has been unlimited. We have been fortunate 
that foreign investors and central banks still have sufficient con- 
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fidence in the stren^h of our Nation’s economy to purchase most 
of OUT debt. They still do, perhaps because the U.S. Treasury — ^U.S. 
Treasury bonds are backed by tne full faith and credit, which is to 
say the unrestrained taxing power of the Federal (^vemment. It 
is unclear however that this situation will continue. The Federal 
credit card might be reaching its limits. 

Moreover, the Federal Government is not in competition with 
other jurisdictions in the United States. Federal policies are the 
same everywhere. People cannot move around to avoid them with- 
out going overseas. And though competition between countries is 
becoming ever more keen, the overall disadvantage of the United 
States are such — the advantages of the United States are such that 
the Federal Government does not feel direct competition with other 
countries in a way that we as State leaders feel and that has forced 
us to compete among ourselves for jobs, employment and taxpaying 
citizens. The States nave never been able to afford this type of self 
indulgence. The Federal Government heretofore has lent itself this 
sort of self-indulgence. I think that is one of the two most pressing 
problems that we still must address during your session this year — 
the balance of this year. 

We also have many management tools which the Federal Govern- 
ment chooses not to exercise, and other conditions which help keep 
our eyes on the bottom line. These include the balanced budget 
amendment requirement, the line item veto, super-majority re- 
quirements, less protection for incumbency, more market discipline 
for State and local finance, less reliance on withholding taxes. At 
the local level, there is no withholding for property taxes. Making 
taxes visible and encouraging taxpayers to consider whether they 
are really getting good value for their money. 

Next, the intense competition I mentioned between States and 
cities for investment, jobs and taxpayers are missing at the Federal 
level. 

And finally, ironically, the pressure of unfunded mandates — 
which we at the State and local level, with your assistance, beat 
back — ^have helped to liberate our thinking on management and it 
has made us anxiously ready for change and convinced us that the 
status quo is not an option. 

Those of you in the 104th Congress seem to share our conviction 
in the States that the time for change is now. I certainly do not 
mean to cast aspersions on Congress as an institution in my re- 
marks today. Indeed, I hail you for your passing of the line item 
veto and the balanced budget amendment through the House, for 
your progress in making cost benefit analysis a part of regulatory 
legislation and for working with the Senate and President Clinton 
to end unfunded mandates. 

And finally for adopting a parliamentary order that requires 
three-fifths majority vote on an income tax increase in the House. 
And for many, the benefit of these procedural reforms, we owe you 
a great deal of thanks. 

^e current ConCTess has gone a long way to removing many of 
the needless obstaaes to a dramatic shrinking of government that 
in my view should be your next priority. Perhaps nothing in politics 
that is right is easy, but I personally think some shrinking of gov- 
ernment IS virtually inevitable if you are to be able to make the 
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budget resolution you have adopted stick through the appropria- 
tions process. 

You have created a new performance standard for government. 
The results has been the creation of State and local governments 
as powers in their own right — the results of these pressures that 
I have discussed with you tnis morning. 

I would like to close by saying that the taxpayer movement, 
whose spirit is captured in the charts that have been provided for 
the audience and the committee has become a vast virtual commu- 
nity that collectively follows Congress and the State capitols more 
closely than any firm of Washington lobbyists could ever have 
hoped. 

The people with greatest interest in spending discipline will be 
the people working to promote the balanced budget and super ma- 
jority requirements in their home State, and they will be fully en- 
gaged in national politics and yet they will be working on these is- 
sues at the local level. 

Here in Ohio, we are pleased to be part of this movement. I serve 
as chairman of the Ohio Taxpayer Protection Committee and we 
support HJR-9, the Ohio Taxpayer Protection Amendment that 
would (1) require three-fifths majority vote of the General Assem- 
bly to increase any taxes or repeal any existing tax exemptions, or 
authorize the General Assembly by a majority vote of each house 
to submit the question of new or increased taxes to a vote of the 
people on a Statewide ballot in lieu of passing a bill to impose a 
tax. This measure has been adopted by the Ohio House of Rep- 
resentatives and now awaits action by the Senate. If the amend- 
ment is not approved, an even stronger version will most likely be 
subjected to an initiative on the November 1996 ballot. 

Mr. Chairman, members of the committee and members of the 
public, I have attempted to whittle down a 30-page statement and 
so I have summarized it as quickly as I could and I thank you for 
the opportunity to share these opinions with you. [Applause.] 

[The prepared statement of Mr. Blackwell follows:] 
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Mr. Chairman, let me say how grateful 1 am for this opportunity to testify and how privileged I 
feel to serve on a panel with such exemplary public servants. Mr. Chairman, distinguished members of 
the Committee, and fellow panelists, 1 welcome you to the Buckeye state. 1 come before you as a 
statewide elected official, as well as the chief fiscal and investment officer of my great stale. 

I would like to discuss the factors that now make state governments -- of all states -- and local 
governments, and private voluntary organizations newly capable of competing with the federal 
government and one another as providers of what used to be considered exclusively governmental goods 
and services. 

I particularly want to address the management revolution that has gone on in state government, 
and the underlying conditions that have allowed — if not forced — the states to achieve huge productivity 
increases and improved services to the taxpaying citizen at a lower cost than ever thought possible before. 
Moreover, I will explain to you how these basic conditions, which have brought an immensely positive 
transformation to state government, now apply to the federal government as well. 

It is a cliche’ in the business world that the old ways of doing business are long gone. Today 1 am 
here to tell you that the old ways of public service are long gone as well. The name of the game is serving 
the people, which now may be done through for-profil and private voluntary organizations as well as 
through the public sector. 

The market has always disciplined for-profit organizations through three mechanisms: 
performance standards, pricing information, and the constant possibility of consumer choice, or the option 
of substituting a new and improved service for the old one. Big American companies - including a lot 
of major employers here in Ohio -- had to learn many difficult lessons as a result of foreign competition in 
the 1980s, State and local government had to learn many of the same principles in the 1990s, Now the 
federal government will learn them as our nation approaches the year 2000, 

What are these lesson.s I speak of? 

First, the citizens of ihe United States are becoming aggressive comparison shoppers with 
extremely high performance standards and heightening expectations of service every day. 

Second, citizen taxpayers are beginning to see that they and their elected leaders, their 
legislators and their mayors — have more genuine and truly alternative choices than anyone 
ever dreamed possible, even until recently. They are, after all, citizens of the world's freest 
country. They can vote for and demand from government anything they want. 
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Third, citizens are getting increasingly accurate and unambiguous information about the 
pricing of government goods and services. 

This 
government 
government 
budget. 


increased access to information is a momentous development. It is true the cost of 

has gotten too big to be ignored. I am sure you have all heard that the direct cost of 

in taxes, as calculated by the Tax Foundation, is now the single largest item in every family's 


The average American family now spends 40.2 percent of its income in taxes, which is more than 
its expenditures for food, clothing, and shelter combined. 

What really makes the difference, though, is that from the middle 90s onward, the federal 
government will be subject to a pair of constraints I am doing my best to apply to Ohio here and now: a 
constitutional requirement for a balanced budget, which we already have, and for which I am grateful, and 
a constitutionally mandated three-fifths vote of the state legislature on any tax increase, which 1 am 
confident we soon will have. 

For us legislators and executives, the balanced budget and supermajority vote requirements are 
decisive indicators of how well we have done our job. The constitutional amendments do not say we 
cannot pass an unbalanced budget or a tax increase, but they do say we cannot do either without explicitly 
going on record and telling the people what we as their elected employees have done. These requirements 
force us to so say that we could not think of anything better to do. 

Believe me, that is a tough test. Have you heard of the Japanese consumer who demands absolute 
perfection in every product? Well, every day I have to deal with Ohio taxpayers who demand great 
service at a good price. The folks out here will not take "Sony, that is the best I could" for an answer. 

I would like to divide the remainder of my remarks into three pans. 

Let me tell you - quickly - how state and local governments have learned to deliver great service 
at a good price. 

Then, I will tell you how the federal government failed to learn these lessons, though in the last six 
months it appears to have been catching on fast. 

Finally, I will tell you about the pressure that is building for a volcanic explosion, a seismic 
upheaval, a tectonic shift — call it what you will — in the form and nature of our representative 
govemmenl. 

America is a great country, and despite huge remaining areas of poverty and injustice, we are a 
great people, better educated, wealthier, and more involved in our democratic self* government than any 
other people on the planet. We deserve a government worthy of our greatness. With the 
three-fifths supermajority requirement for new taxes, 1 believe we will begin to get one. 

States' Success in Shrinking Government 

As for our successes in shrinking government here in Ohio, you will hear plenty later this morning 
from a distinguished panel of Ohio local government officials. 1 don't want to steal their thunder, but in 
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my own office management staff has been reduced from 19 to 13 staff members - a 32 percent 
reduction- and staff overall has been shrunk by seven percent for a total savings to Ohio taxpayers of 
more than S300,000. Meanwhile, we have installed a frnancial management system as sophisticated as 
any in the private sector, and have gained national recognition for our efforts. We have also pledged to 
keep Ohio lax dollars invested in financial institutions within the state. 

Probably the best thing we can do for purposes of this hearing is to go straight to the man who 
literally wrote the book on shrinking local government. I refer to Mayor Stephen Goldsmith of 
Indianapolis, who has reduced the si 2 e of his city government, law enforcement functions not 
included, by an astonishing 38 percent over three years. If you haven't read Mayor Goldsmith's book, I 
urge you to do so — immediately. 

Essentially what Goldsmith did is systematically review city functions one by one and create a 
team of entrepreneurs - the Service, Efficiency, and Lower Taxes for Indianapolis Commission (SELTIC) 
— to help him in these efforts. The recommendations from SELTIC alone helped trim $100 million 
from the city budget. For a few other examples: 

Indianapolis opened the operation and management of the city’s wastewater treatment plants to 
competitive bidding. The winning bid improved the technology used and cut costs by 44 percent. 

Trash collection was opened to competitive bidding. The city will save $15 million over three 
years. The cost of trash collection has dropped from $85 to $68 per household. 

Competitive bidding cut street repair costs by 25 percent. 

The microfilming of public records was privatized for an annual cost reduction of 63 percent and a 
savings to the city of $425,000 per year. 

Clearly, a pattern is emerging here. Mayor Goldsmith’s checklist is a little more elaborate than 
mine, but essentially it is the same as the one I gave you earlier: performance standards, pricing 
information, and active choice or substitution. Mayor Goldsmith is deeply committed to 
examining every item in the city’s budget and asking three basic questions: 

What exactly does the city need? 

Who can best provide it? 

How much will it cost? 

To me, this is not rocket science, but it is genuinely lough to ask these questions and make them 
slick. Whai Mayor Goldsmith has done is simply apply them more thoroughly than most. But he is not 
alone. In Massachusetts, Governor Weld has cut taxes nine times. In Michigan, Governor Engler has 
signed fifteen lax cuts, including the elimination of the inheritance tax. In other states. Governors 
Thompson, Whitman, Allen, and Palaki have shown it is possible to cut taxes and cut spending while 
delivering prosperity and improved quality of life to their citizens. 
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Consider another measure. Of the fifty states, forty-nine have a constitutional or statutory budget 
balancing requirement. As of last year, forty-nine states expected to finish 1994 with their books in 
balance. The lone exception was California which has suffered from earthquakes, floods, fire, and 
a severe recession owing to defense cutbacks as much as cyclical factors. Yet its deficit as a percentage of 
state spending was only one-tenth the size of the federal budget deficit. 

And incidentally, of the 49 states which balanced their budgets, 47 ran surpluses. 

Ten states currently require a three-fifths or two-thirds supermajority in the legislature. On the 
whole, these states have been even more successful than in restraining the size of government. In 
supermajority states, per capita state spending increased by an average of 95.25 percent between 
1980 and 1990, according to a Herit^e Foundation study. In states without a supermajority requirement, 
spending increased by a significantly higher 101.98 percent. 

Why Congress Has Failed. 

The achievement of the states stands in marked contrast to the failure by Congress to pass a 
balanced budget for 29 of the last 30 years and 25 years in a row. 1 salute you for your courage and vision 
in approving a budget outline that probably will, at last, balance the federal budget seven years 
from now. All of us in Ohio are proud of the leadership Budget Committee. John Kasich has given you 
in this effort. But the fact remains that in the year 2002, the federal government will still have been 
without a balanced budget since 1 969. Tlie federal debt per capita as it stands now is well 
over $1 6,000 for every American citizens, and it will be even higher then. 

There is a single root behind the inability of Congress to manage our nation's financial resources 
wisely. Congress is the Supreme Legislature of our land. As such, it has long been able to exempt itself 
from the market discipline that applies to lower levels of government, private organizations, families, 
individual citizens, and even most countries. Congress has also been able to systematically evade its 
responsibility to the voters for its financial practices, or at least hide from the general 
public the impact of its decisions to tax and spend. 

So how, in short, did Congress pick up its big-spending ways? Here is a brief catalog of the 
devices which allowed Congress to greatly increase its total spending over time: 

Automatic, unlegislated tax increases. The most notorious of these was bracket creep in the 
1 970's. As inflation pushed taxpayers into higher income brackets year after year, even if their 
real earnings did not increase. Congress could count on steady tax revenue to finance new projects 
and incur new regulations. This situation, at least, was remedied in the 1981 Economic Recovery 
Act. But over the years Congress has still found other ways of "allowing" or attempting to allow a 
lax increase without an affirmative roll call vote. 

Automatic spending growth. This is the entitlement dilcnuna, when Congress annually 
appropriates "such sums as may be necessary," to fund certain programs, without considering 
whether these programs are actually achieving the results intended. The current services baseline, 
which includes programmed spending increases from year to year, is another example of the same 
phenomenon. 
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Deceptive voting practices. The Congress previous to yours was notable for its use of closed rules 
to prevent most members fiom offering spending cuts proposals that were mimical to the interests 
of powerful figures in the leadership, appropriators, and committee chairman — all of whom 
derived their power from the ability to control money and spend tax dollars on behalf of their 
political constituencies. Meanvdiile, voting on a "King of the Hill" rule would allow so- called 
moderate members to cast vole after vote in favor of spending cuts when they knew, at the end of 
the day, that these ballots would be nullified by the vote on final passage of whatever the 
leadership wanted. 

Incumbent protection. Voting practices which allowed individual members of Congress to avoid 
responsibility for actions of the whole body are only part of the story, as you know. Generous 
franking privileges, an over-developed seniority system, other perks of office, and campaign 
finance laws that favor incumbents have also helped keep Congress from. facing tough issues. 

Unfunded mandates. After President Reagan's 1981 bill also made it impossible to raise money 
through bracket creep, Congress increasingly turned to passing the costs of its programs on to the 
states. We had to pick up the tab, and we took the hit for higher taxes. As - — the Mayor of 
Columbus once said, it is like Uncle Sam taking you to dinner telling you what to eat, and 
handing you the bill. 

Regulatory takings. These are unfunded mandates by another name. The total cost of regulation 
and paperwork to the economy may be as high as 7(K) billion dollars, which is more than the 
federal government takes in income taxes. 

Rights of Private Action. A tool sometimes used by Congress to enfoice legisUtion was the 
creation of open-ended rights to sue and vaguely worded legislation that would allow the courts to 
interpret the language as they would, and sometimes impose sweeping, costly mandates of their 
own. 


You begin to see my point. 1 would argue that shrinking government does not require special 
measures if that is what legislators really wish to do. Instead, it is truly remarkable that Congress would 
go to such lengths to ensure that shrinking the government never really became an issue, despite 
the besi (.lions of Mr. Kasich in the many years he had to wait until his Chairmanship. 

Finally, there are two more reasons why the federal government never had to make the tough 
decisions and adopt the bold but politically risky strategies state officials have had to accept, 

To start with, the federal government enjoys access to world capital markets that -- so far - has 
been unlimited. We have been fortunate that foreign investors and central banks still have sufficient 
confidence in the strength of our nation’s economy to purchase much of our debt. They still 
do, perhaps because U.S. Treasury bonds are backed by the "full faith and credit," wliich is to say. ihc 
unrestrained taxing power, of the U.S. Government. It is unclear, however, that this situation will 
continue. The federal credit card may be reaching its limit. 

Moreover, the federal government is not in competition with other jurisdictions in the United 
Slates. Federal policies are the same everywhere. People cannot move around to avoid them without 
going overseas. And though competition between countries is becoming ever keener, the overall 
advantages of the United States are such that the federal government does not feel direct competition with 
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Other countries in the way we state leaders compete among ourselves for jobs, employment, and taxpaying 
citizens. 

The states have never been able to afford the type of self-indulgence the federal government has 
hitherto routinely lent itself. We also have many management tools which the federal government 
chooses not to exercise, and other conditions which help us keep our eyes on the bottom line. These 
include: 

The Balanced Budget Amendment, or similar balancing requirement, which 48 out of fifty stales 
have; 

The line item veto; 

Supermajority requirements; 

Less protection for incumbency; 

More market discipline for state and local finance; 

Less reliance on withholding taxes. At the local level, there is no withholding for property taxes, 
making taxes visible and encouraging taxpayers to consider whether they are really getting good 
value for their money; 

The intense competition I mentioned between states and cities for investment, jobs, and taxpayers; 

Ironically, the pressure of unfunded mandates on the states has helped liberate our thinking on 
management. It has made us anxiously ready for change and convinced us that the status quo is 
not an option. 

Those of you in the 1 04th Congress seem to share our conviction in the states that the time for 
change is now. I certainly don’t mean to cast aspersions on Congress as an institution in my remarks 
today. Indeed, I hail you for passing a line-item veto and balanced budget amendment through the House; 
for your progress in making cost-benefit analysis a part of regulatory legislation; for working with the 
Senate and President Clinton to end unfunded mandates, for adopting a parliamentary point of order that 
requires a three-fifths supermajority vole on any income tax increase in the House; and for the many 
beneficial procedural reforms you have made 

The current Congress has gone a long way to removing many of the needless obstacles to a 
dramatic shrinking of government that in my view should be your next priority. Perhaps nothing in 
politics that is right, is also easy. But I personally think some shrinking of government is virtually 
inevitable it' you are able to make the budget resolution you have adopted slick through the appropriations 
process. 

By promising in advance what you were going to do and delivering honest, open voles on all ten 
points of the Contract with America, you have created a new performance standard for government. 
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I urge you to go forward now and accept the states as both your partners and friendly competitors 
in serving the American people. We are not the state governments that we were thirty or even twenty 
years ago. 

As another ironic side effect of unfunded mandates — and revenue sharing during the sixties and 
seventies -- we are, in fact, much larger and more powerful than we used to be. 

We have also been carried upward with the rising tide of the U.S. economy. Since World War II 
and especially in the last generation, a vast supply of college graduate professionals with 
management training has helped staff our administration. 

Knowledge, culture, and economic power have become decentralized as the economy matures, 
communications are improved, and the population shifts nationally to the south and west. 
Washington and the East Coast no longer know best — if they ever did. 

The result has been the creation of state and local governments as powers in their own right that 
can truly rival the federal government in their ability to administer complex programs, on their own and in 
partnership with private organizations. 

Why politics is different. 

In 1 994 you heard the warning tremors of an earthquake that will hit with full force in 1 996. Do 
not think the next election will merely be an aftershock. The Big One is yet to come. 

On April 1 5, 1 996 — Tax Day in election year — the U.S. House of Representatives will hold a 
straight up or down vote on a Constitutional Amendment requiring a three-fifth supermajority vote for 
any tax increase. This vote will be televised live on C-SPAN. Virtually the entire nation will be watching. 
Anyone without a TV will be listening on talk radio. Fax broadcasts and computer networks will be buzz 
with information. 

Then next year, by about this lime, resolutions calling for ratification of the three-fifths 
supermajority for any tax increase will be introduced in all fifty state legislatures. This significant 
constitutional question will be debated in the state legislatures simultaneously with another vital measure: 
a Constitutional balanced budget amendment. These two vita) questions will be a backdrop to the entire 
Presidential and Congressional campaign. For the first time ever, federal policy on lax and budget issues 
will be driven entirely by state level politics and activism. 

The states themselves will be consumed with debate on state-level constitutional amendments 
requiring a vote of the people or a three-fifths vote of the legislature on any lax increase. The taxpayers 
group, Americans for Tax Reform, will be distributing to all slate legislators a pledge against any lax 
increase. This pledge will be modeled on the highly successful Taxpayers’ Protection Pledge against 
higher federal income lax rales, which has recently been signed by Senator Bob Dole and has been taken 
every Republican Presidential candidate with the exception of Richard Lugar. It is fair to say that all 
candidates in the general election somehow will declare themselves firmly against any tax increase and for 
reductions in spending. 

It is not just the issues and temperament of the times that are set against tax increases. The whole 
operating environment of American politics has changed. C-SPAN is a big part of this, as are talk radio 
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and the new alternative media. Thanks to C-SPAN, any ordinary citizen can now actually see what is 
going on in the House and Senate exactly as it happens. Surprising numbers of people have become real 
connoisseurs of Congressional process and procedure. By and large, they know what is in the bills up for 
consideration, and they fiilly understand the parliamentary devices used last year to keep potentially 
budget-cutting legislation such as the A to Z Spending cuts under wraps. 

Those who don't watch C-SPAN as much can hear knowledgeable commentary on talk radio. And 
whether the viewer sees ii on television, or whether he hears a talk radio host announce the fact on-air 
when a Congressional siafter faxes him a draft of the latest amendment, he is fully aware of the goings on. 
He can even download the legislation on his home computer and examine it for himself. This means 
many of the tricks Congress used in the past to avoid spending discipline simply will not work anymore. 

Meanwhile, the taxpayers' movement has become a vast virtual community that collectively 
follows Congress and the stale capitals more closely than any firm of Washington lobbyists could ever 
have hoped. The people with greatest interest in spending discipline will be the people working to 
promote the balanced budget and supermajority requirements in their home state. They will be fully 
engaged in national politics; and yet they wilt be working on the local level. 

Here in Ohio, we are pleased to be ahead of this movement. I am honored to serve as Chairman of 
the Ohio Taxpayer Protection Committee. We support HJR 9, the Ohio Taxpayer Protection Amendment 
that would: 

Require a three-fifths majority vote of the General Assembly to increase any tax or repeal any 

existing tax exemptions, or 

Authorize the General Assembly to, by a majority vote of each house, to submit the questiofi of 

new or increased taxes to a vote of the people on a statewide ballot in lieu of passing a bill to 

impose a tax. 

The measure has been approved by the Ohio House of Representatives and now awaits action by 
the Senate. If the amendment is not approved, an even stronger version will most likely be the subject of 
an initiative on the November, 1996 ballot. 

Thank you for the opportunity to share my experiences with you. 
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Mr. Clinger. Treasurer Blackwell, we thank you for your stimu- 
lating, provocative testimony. It is very helpful to the committee. 

I am not going to recognize every member of the committee for 
questions, in view of the fact that we do have a long schedule and 
many other witnesses to hear from. But I would recognize any 
member who does have a question. And I would recognize Mr. 
Horn. 

Mr. Horn. Thank you, Mr. Chairman. I have two questions, both 
for Mayor Rendell, but anyone else is welcome to also get their 
views in. 

On page 4 of your formal remarks, you mention the need to mod- 
ernize the culture as well as the structure. Maybe you could give 
us a little description of the type of culture you found — ^and I know 
they vary among agencies — ^but what did you find that would be 
most helpful, and how did you address it? 

Mr. Rendell. Well, I do not think that I have addressed it as 
well as I would like to address it and it really keys in on the re- 
marks I made about a culture that there is no real incentive for 
doing good in the workplace. I think civil service is a very com- 
mendable process, particularly for entry level into jobs. But to have 
promotions totally governed — as they are in Philadelphia and many 
other cities and many Federal agencies — totally governed by a writ- 
ten test that basically ignores v^at that employee has done for, let 
us say a 2 or 3 year period, is nonsensical. Can you imagine any 
private sector entity making promotions based on a 2-hour test and 
essentially ignoring 3 years worth of work product? Not only do you 
get the wrong people promoted sometimes, but worse, when em- 
ployees know that their managers or supervisors have no power to 
affect their lives or careers, cannot mve them raises, cannot give 
them bonuses, cannot do anything about promoting them, cannot 
discipline them, cannot get them fired — when that type of system 
exists, it creates an incentiveless workplace. And layer on top of 
that in many occasions in cities, union contracts that have union 
work rules or past practices, and you have created — if you set out 
to create a culture for non-productivity, you could not have done a 
better job. And we have to break that culture and create the same 
type incentives — I mean there is no way we can do profit sharing 
as government entities, but we have got to do some form of equiva- 
lent of profit sharing to incentivize the work force. Mayor White — 
I know he had to leave — he said it best. We want to convince our 
people how important it is what th^ do. No. 1; and No. 2, that 
there is a real stake in the venture for them in what they do and 
how they do it. And that is the most important culture that has 
to be changed in government. 

Mr. Horn. One possible way — and I would like your brief reac- 
tion to it — is overlapping pay scales where they could merge. Say 
you had four basic categories, especially for managers and super- 
visors, where they would overlap and the decision on what they 
make on those broad scales would be simply based on merit, per- 
formance and achieving the agreed-upon goafs. 

Mr. Rendell. One hundred percent. 

Mr. Horn. Are you working on something like that? 

Mr. Rendell. Well, I tried to do some of those things by chang- 
ing the city charter, but it got caught up — many of those manage- 
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ment reforms, voted on individually, would have been approved by 
the taxpayers — ^but it got caught up in some broader issues and we 
lost that effort. If I am elected to a second term, I am going to try 
that again when it becomes more clear that these are things we are 
doing for the overall good of the city, not to empower any one par- 
ticular organization. 

So we are trying to do that, but I think it would be enormously 
effective — I was the elected District Attorney in Philadelphia and 
for my civil service work force, I had to do the same things I have 
just described. For my attorney work force — and I had an office of 
500 people, 207 assistant DAs— for my attorney work force, I could 
pay them whatever we wanted to pay them, we could promote 
them in the categories whenever we wanted to promote them. And 
I would walk around that office at 7, 7:15 at night and 60-70 per- 
cent of the people would be there. 

Mr. Horn. Last question. One of the CTeat raging public adminis- 
tration ar^ments we are facing in losing at restructuring some 
of the Federal Government within the professionals in the field is 
this — and I think given what you say on page 19, you might give 
us a real insight — as you know the Office of Management and 
Budget is the right arm of the President since 1921, to create an 
executive budget. But the emphasis had always been on budget. 
President Nixon put the “M” in what was the Bureau of the Budg- 
et, to make the Office of Management and Budget. Many of the 
people that have served all Presidents since Truman are still alive, 
that held the function on management. They say it is not working, 
that when you merge management with budget, nobody pays atten- 
tion to management they just pay attention to budget. Some of us 
said that if you have the budget power, you do get people to listen 
to you if you also throw in management. But I have heard enough 
of them say I am dead wrong, that I am willing to think I am dead 
wrong. But I notice you created this Office of Management and 
Productivity, and you acted as a clearing house for new ideas, you 
championed management improvement projects that crossed de- 
partmental boundaries. The question is did you ever think of merg- 
ing it with budget and did you have a specific reason to keep them 
separate, perhaps because they would be submerged? 

Mr. Rendell. It is exactly what you said. I created it because 
our budget people — and we have good — we had good budget people 
before I began as mayor and we still have many of those same peo- 
ple and we have added some more good ones. But they are very 
myopic, and they should be myopic. They are interested in that bot- 
tom line. They are interested in purely the budget. I do not think 
it works to have them have — ^although they do get your attention — 
to have them have the management oversight responsibilities. 

What we do, we have something called tne Initiative Compliance 
Committee that meets and the budget people are there. Office of 
Mana^ment and Productivity are there, it is headed by my chief 
of Stan and they bring in every quarter, each department, how are 
they doing not only on budget, but also how are they doing on man- 
agement. And remember, as I said in my remarks directed directly 
to Congresswoman Collins, good management helps the budget. I 
mean, they are not necessarily diametrically opposed. In fact, they 
basically should merge. But budget people have a tough time polic- 
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ing the numbers, doing oversight, they do not really have the time 
or the inclination to do management. So I think the function should 
be split. And again, we are not looking to create a new bureauc- 
racy, but I think that is an excellent suggestion. 

Mr. Horn. Well, I thank you and we will quote you liberally. 
[Laughter.] 

Mr. Clinger. The gentlelady from Illinois. 

Mrs. Collins. Thank you, Mr. Chairman. I first of all want to 
salute Mayor Rendell for the wonderful job he tells us he has done 
in Philadelphia and to say, that I am sure that he has met with 
our mayor in Chicago, Mayor Richard M. Daley, and that some of 
these things — these delightful things that he has done and certain 
successful ones he has mentioned to the mayor in your meetings 
of the mayors that you have from time to time. You are to be com- 
mended for the great success that you have made. 

Let me point out too that we are talking a great deal about 
change and of course change is something that we have been talk- 
ing about, particularly now for about a good 2Vii, 3 years. 

I want to point out something too about the pemrmance status 
on civil service. Now, you mentioned that there are civil servants 
who are sometimes hard to get rid of and all these kinds of things. 
The chairman and I and others on this committee, have sat with 
Vice President Gore and one of the things that we are looking at 
is ways in which we can in fact create some civil service reforms, 
this IS something that we all support at the Federal level. Of 
course, as you very well know, I think we are all very concerned 
about having people work for either the Federal Government or 
any other government who are not producing and who cannot be 
reprimanded in some way or even removed. We want to get the big- 
gest bang for the buck for all of our work and it is certainly some- 
thing that we all look forward to. 

Yoij mentioned too about reinventing or restructuring and 
downsizing of HUD. Reinventing America was something that, of 
course. Vice President Gore also has spoken about for the past 2 
years. He wrote a few books about it, and we have begun that proc- 
ess. I think, you mentioned, you were at the hearing when our com- 
mittee, had hearings with Secretary Cisneros, at which he talked 
about how he was going about downsizing the Department of HUD, 
getting rid of some programs that just are not working, using 
money that is lying in the pipeline that is just sitting there and 
not TOing used. Chicago is a prime example. As a matter of fact, 
they took some very drastic action by going to Chicago Housing Au- 
thority and actuaUy beginning to have HUD itself operate that 
housing authority, which is something I felt was absolutely nec- 
essary. 

You know. Secretary Riley has done something very similar over 
at the Department of Education — ^not in taking over any schools or 
anything like that, but certainly looking at restructuring, and 
downsizing and all kinds of different things. 

The messages that we are hearing today are all correct messages 
about how we can go about riving the American people what they 
really want at less cost to the Federal Government or any other 
government, for that matter. 
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The concern that I have is about the swift movement that we 
have in the 104th Congress to just blanketly eliminate whole pro- 
grams without any forethought on the way they have operated in 
the past. I do not think that elimination of everything without look- 
ing into it very deeply is the way to go about reforming. It is not 
an alternative for reforming, and it is something that we have to 
look at very, very carefully. 

Now we need to decide on a very intelligent level, which Federal 
activities and services are appropriate. We need to think about 
what we are doing to people when we talk about cutting out people 
programs, such as cutting money for Medicare, cutting school lunch 
programs, cutting social security benefits for our senior citizens, et 
cetera. Those are important people programs. 

Now everybody says we have to work efficiently and effectively, 
and we do. We must also bear in mind that when we lay off large 
numbers of workers, when we refuse to give health care to certain 
senior citizens, when we do not give scholarships to students who 
want to go to school, et cetera, those people are going to be there 
and the Federal Government or some other government, either 
State or local, is going to have to pick up where somebody left off 
because they are not able to provide for themselves. Somebody said 
the poor we will have with us always. That has not been what we 
have been talking about in America. In America, we say everybody 
has a right to expect to be able to enjoy the benefits, the fruits of 
their labor and of our country. That is what we are talking about. 

So, we are trying to balance all these thin^ in the 104th Con- 
gress, and I hope that we will be kept in mind by those who figure 
that we ought to just throw everything out — ^throw the baby out 
with the bathwater, leave people on the streets selling pencils as 
we did back I am told in the 1930’s, before I was bom, thank good- 
ness. Those kinds of things we certainly want to avoid. 

I want to say too, while I have a little bit of time, to the treas- 
urer of the State of Ohio, I looked at his long history of accomplish- 
ments. He also worked at HUD at one point in time and he knows 
some of the problems that are there. I hope, however, that he has 
been able to keep in mind that all this restructuring that we are 
doing was not just done in the 104th Congress, some of it began 
in the 103d Congress and it is continuing on at this point in time. 

So, while you give great accolades to the 104th Congress, which 
is only 6 or 7 months old now, most of this started in the 103d Con- 
gn^ess which went on for 2 years. [Applause.] 

Thank you. I yield back the balance of my time. 

Mr. CuNGER. I thank the gentlelady. And I would state that the 
purpose of this hearing and the hearings that will follow are pre- 
cisely to avoid rushing to judgment. We are really trying to ^e 
a very thoughtful, veiy considered and very deliberate look at all 
of these efforts, because I do not think any of us want to msh into 
things that we are going to regret when we have completed. So I 
can assure the gentleladv that I am determined to have a very, 
very deliberate and thougntful process here. 

I would also remind our members of the panel here that we do 
have three or four more panels, plus some open mic time, so please 
let us keep our comments very brief. 
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The gentlemfin from New Mexico, the vice chairman of the full 
committee, Mr. Schiff. 

Mr. Schiff. Thank you, Mr. Chairman, I will heed your caution. 

One matter. Mayor Rendell, it clicked in my mind when you 
mentioned that you were the former district attorney in your area, 
as I was in mine. In my recollection, Philadelphia has been noted 
very recently for turning large numbers of people loose from its 
county jail for lack of funds. Am I recollecting correctly? And if so, 
what is being done about that? 

Mr. Rendell. No. 1, if I might, I just wanted to make note for 
the record that not only do we discuss things with Mayor Daley, 
but many of the things we have done in Philadelphia, we borrowed 
from things Mayor Daley already did. 

We have a Federal order capping admission to our prisons. It oc- 
curred about 5 years ago, a couple of years before I became mayor. 
It is something that you attempted to address as a Congress in the 
crime bill. There was specific legislation put in about consent de- 
crees that led to prison caps. It is not because of lack of operating 
funds, it is because we have overcrowding. We have addressed that 
by building a new — in our city prisons, we just hold detentioners 
and people sentenced to short sentences. The longer term sen- 
tenced prisoners go to the State prison. We have addressed that by 
building a new prison with 1,000 additional cell capacity. That will 
open in September. So we have addressed that. We have got a sec- 
ond prison in our capital budget to be built in 1997. We will in- 
crease our overall capacity by about 1,500. 

But the problem is not caused so much by lack of funds, although 
before our recovery, we did not have funds available to build these 
prisons — it is caused by too much crime. And too much crime, we 
could spend the next week talking about why there is too much 
crime everywhere in America. Part of it is prevention, part of it is 
more police, part of it is economic opportunity and other things. 
But we are addressing that problem, and it was not because of lack 
of funds, it was because of lack of facilities. The judge placed what 
I believe was an improper cap on our facilities. She capped it at 
a far too low level. I have always contended that the prisons could 
have taken an additional 1,000-plus prisoners because choosing be- 
tween prisoners who have done something — their comfort, and the 
safety of the streets, I think was a pretty easy choice. And as long 
as we were not holding prisoners in cruel and unusual conditions, 
violative of the Constitution, I did not think there should be a pris- 
on cap. But the Federal Government imposed it. 

Mr. Schiff. Let me just conclude and say that I, by no means, 
believed as a prosecutor, nor do I believe now that everybody who 
commits a criminal offense therefore should go to prison. 

Mr. Rendell. Right. 

Mr. Schiff. I think there are many alternatives that should be 
available. But when you talk in terms of where does not spending 
money cost you more in the long run; the No. 1 place I have seen 
in a career in law enforcement is you turn people loose in the 
streets who should be behind bars, you will pay 10 times more in 
dollars, never mind human heartache and injury 

Mr. Rendell. Right. 
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Mr. ScHiFF [continuing]. In dollars what you would pay to keep 
that prisoner. 

Mr. Rendell. You are absolutely correct. You have addressed 
that in the crime bill. For example, in my State, in Pennsylvania, 
as part of the crime bill you passed, we will get 4,400 new prison 
cells Statewide. And I agree with you, the cost of having a recidi- 
vist is untold, you cannot calculate it. But I think this Congress 
has taken some strong steps to address it. But I think that anyone 
who thinks — €md I am sure you agree with me — that we can jail 
our way out of the crime problem — ^it is a combined approach. 

Mr. SCHiFF. That is right, but that is part of it. Thank you, Mr. 
Mayor. 

Mr. CuNGER. Next, I would like to call upon the gentleman from 
Indiana, Mr. McIntosh, the chairman of our Regulatory Reform 
Subcommittee. 

Mr. McIntosh. Thank you, Mr. Chairman, I have got two sets 
of questions. I will be brief in asking them. 

The first is for Secretary Martin, and let me tell you that I have 
a success sto^ at home that I will tell you about some other time, 
that I was going to tell you about in our questioning. 

You mentioned, and I think you are exactly on point, that we 
need to re-examine fundamental assumptions about how our pro- 
grams work and that 5 percent here one way or another does not 

f et us to that. When you were Secretary of Labor, you tried to com- 
ine a lot of the programs and pushed toward that. And that is the 
success story I wanted to tell you about. One of the local ones in 
my hometown did it and it is working well. But we did not really 
eliminate anything, did not have the power to. 

And now m Confess, as a Member of the freshman class, we 
thought we could miminate a lot of programs pretty quickly, and 
we are discovering in all these appropriations bills that no, it is 
really just a haircut here and a little bit less spending there. And 
frankly it is getting a little frustrating sometimes because we won- 
der how do we actually make those changes. And I was wondering 
if you had any insights in how we could force the system, either 
in the executive branch or the legislative branch, to address those 
fundamental questions? They are politically tough, it is a lot harder 
to say we are going to zero out something than it is to say we are 
going to just cut it here a little bit each year. And if you have got 
any advice for us along those lines, that would be tremendously 
helpful. 

Ms. Martin. Not a lot of it, so do not worry, chairman. 

I will quote Mayor Rendell, fight the good right and do not give 
up on it. 

But the second part is go to result-oriented, objective criteria. I 
mean, you know — ^let me use the JOBS program because that inter- 
ests me, it interests all of us, that is what we are talking about, 
about people’s lives. People mock work a lot of times, but guess 
what, it is an incredible void, aside from welfare costs. Work mves 
people stature within themselves too — I do not want to sound too 
Californian for a moment, but I mean, this is very important — ^mid- 
western practical sense here. 

Let us use the JOBS program, and we now have many of them 
that have been in existence for a number of years. If at the end 
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there is no more jobs that the clients have than they would in a 
program without that cost, the program is not working. Now that 
is not nice, because we would rather believe that all of them work. 
But that is not as hard as saying let us end JOBS programs. I 
mean you can say here — if 10 of tnem are working, that is great. 

The other thing I would say is be tougher when you give grant 
money. And I will use JOBS again. We have a lot of private institu- 
tions that train people, supposedlv. They get their money up front. 
So it is not just public sector, these are private folks that have 
made a lot of money from government grants. Well why would it 
not be absolutely just common sense that at least a third of the 
money is retained until the person who has had the proCTam gets 
a job, since it is a job program. And if you do not ever do that, if 
you get the money up front and if they are able to use, bluntly, po- 
litico — interesting political stuff and it is on the congressional 
level, it is never going to change. And the people who really are 
hurt are not just taxpayers. These are second and third time folks 
in these programs, who often are 29, 30 years old. This is their last 
time. One more time and their dream is blown and somebody has 
made money from it — I do not think so. I think there are a lot of 
things you can do that keep your eye on the customer, your eye on 
the prize, and the prize is that people get what they thought they 
were signing up for and what is paid for. And you look at it objec- 
tively. Not everyone at 28 has dropped out of school — ^you do not 
say 100 percent of the people are going to become President of 
IBM. Let us be realistic here. But on the other hand, to not have 
anything in a program that requires results before full payment is 
given, there is not a private enterprise in the world that would let 
^at continue. 

Mr. McIntosh. Thank you, I appreciate that. 

Mr. CUNGER. The gentleman’s time has expired and I would now 
recognize the freshman member of the committee, the gentleman 
from South Carolina, Mr. Sanford. 

Mr. McIntosh. Mr. Chairman, could I ask unanimous consent to 
have a couple of other questions put into the record, because it 
would actually be important for establishing a record and a couple 
of other things in there, to Mayor Rendell about regulatory 

Mr. CLmGER. Without objection, so ordered. 

The gentleman from South Carolina, Mr. Sanford. 

Mr. Sanford. Thank you, Mr. Chairman. 

Mayor Rendell, I have one quick question for you. And that is, 
I did some math here on the back of an envelope and I was im- 
pressed to read about your Office of Fleet Management. It looked 
like you ended up vnth a total reduction in terms of number of cars 
in your fleet of 8 percent. If you took the 600,000 vehicles that the 
U.S. Government owns and applied that same math, you would end 
up saving about 50,000 cars. Assuming I guess, on the ride in from 
the airport, that they were not Ford automobiles, the idea of reduc- 
ing 50,000 cars, in terms of purchases by the Federal Government, 
would be a good thing. 

Give me your thoughts on (a) how it has worked in Philadelphia, 
but more importantly do you think it would work in a country as 
geographically spread out as the United States? 
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Mr. Rendell. No question, 8 percent is probably a solid figure, 
and there is no question if you examine cars in any government 
and even in ours now, I would bet if somebody came in and did a 
study after we have knocked out 8 percent, they would probably 
find another 3 or 4 percent we could knock out. And 50,000 cars, 
it is not only the purchase price you are saving — gasoline, mainte- 
nance, all of those things, all of those things. Nobody has chal- 
lenged — what has happened again in government is it just bumps 
along, nobody challenged the ract that this department had 23 ve- 
hicles — ^nobody challenged it. And it ought to be challenged. The 
private sector has done that in every way. Should they have 17 dif- 
ferent departments, they challenge those assumptions. Vehicles is 
a perfect example. 

And you know, you are not going to balance the Federal budget 
by eliminating the cost of 50,000 cars and operating expenses, but 
it adds up. And more importantly, it sets a tone that carries over. 
We should challenge eveiw assumption. 

And by the way, I think the Vice President deserves some credit. 
He started in the right direction. You may not be, as a Congress, 
satisfied that he has gotten there quickly enough, but he started 
in the right direction. We can keep it up and we should challenge 
every assumption that we do. 

You are a government, just like us, we are deep in debt. If you 
were the new CEO of a business deep in debt, you would challenge 
every assumption, everything that you did. So I think fleet man- 
agement is a great idea, assessing the fleet. Also, what fleet man- 
agement did is in reducing down time. We had 30 percent of our 
vehicles down on an average during my first year as mayor. The 
private sector, you know, the Bell Telephones, et cetera, have 10 
percent of their vehicles down at any one time on an average. Why 
were we at 30, why were they at 10? My guess is if you looked at 
the Federal Government, they may not be as bad as 30, but they 
are surely not at 10. 

Mr. Sanford. Thank you. I will yield back the balance of my 
time, Mr. Chairman. 

Mr. CUNGER. The gentleman — another very valued freshman 
member of the committee, the gentleman from Chicago, Mr. Flana- 
gan is recognized. 

Mr. Flanagan. Thank you, Mr. Chairman. 

And thank you, Ms. Martin, for coming here today. Secretary 
Martin I have a question for you and for Ms. Baron, actually. In 
your testimony, you talked very eloquently about mission versus 
process, and that is a very important discussion where the inertia 
of government chugs along and continues to propagate itself and 
programs grow and people lose sight of what the programs do, 
much less whether they are still necessary. And then Ms. Baron, 
in her testimony, talked about when corporations divest entities 
that they own, possess or otherwise control because they are no 
longer or their core competencies. And I wonder, how transferable 
is that process that business has figured out as it tries to do a bet- 
ter job, back to government, and say this was a terrific idea, but 
the Federal Government — maybe a government should do it, but 
the Federal Government is not the right government. And maybe 
in the context of your answer you can tell me, should we be taking 
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a harder look at Article I, Section 8, the laundry list, and should 
we go back to that and say this is really where we started, this is 
where we belong? 

Ms. Martin. First of all. Government is not business and I do 
not make that confusing statement — and business does not do ev- 
eryAing right either. You know, the idea of run it all like business. 
Wait a minute, some of business is not perfect. So we are not talk- 
ing about perfection, but the things one can transfer and learn. 
And may I use your colleague’s example of fleet management, 
which is a part of process. It does not mean process is not impor- 
tant. You know, the first question, should you have cars, or what 
are they being used for. If the answer is for police, maybe not only 
you should have them, but you should let them take them home. 
Where it would be the exact opposite answer for another govern- 
mental unit. So I am not suggesting that everything is totalfy iden- 
tical. But not only do you have companies at 10 percent, you now 
have companies going to other companies who manage fleets to 
bring it down to 8 percent. So that they are always willing to make 
those changes. And I think the answer here is in process, you 
should question, question, question. It oddly enough in the long run 
is a positive for government employees too, because one of the 
things that government employees have seldom had the chance to 
do is to be in decisionmaking. Part of what you are trying to do 
is let some of these very smart people that work for Government 
be part now of the decision of how to save money and not locked 
into these old systems. [Applause.] 

And that is important. The second part of the answer to this is 
if the most important committee of Congress in terms of how gov- 
ernment works, which happens to be yours under the new setup, 
does not talk about mission, no one ever will, and you will lose 
your first, best and last chance to have Government more joined to 
the perale it represents. 

Ms. Baron. I am not suggesting either, as Secretary Martin has 
said, that Government should follow businesses exactly, but in so 
much as businesses have looked to what they do best. If you run 
a pharmaceutical company, which would be making drugs, invent- 
ing new drugs and therapies for people, it would not be nmning a 
mail room or functioning — ^hiring a cafeteria staff themselves. They 
often parcel it out to other firms who do those better, and in that 
sense, divesting from those processes. Also divesting from firms 
who are multi-conglomerates, are now selling off businesses which 
do not adhere to their core competencies, such as a pharmaceutical 
firm which owned eyeglass centers has sold those out because they 
do not achieve any synergies with their existing business and it in 
the end caused them more expenses. 

Mr. Clinger. Treasurer Blackwell, did you have a comment? 

Mr. Blackwell. No, my comment was on another question. 

Mr. Clinger. OK. 

I think at this point, we would thank our distinguished panelists 
very, very much for your patience and for sticking with us through- 
out this morning. We really appreciate the contribution you have 
made and cannot thank you enough for being here. 

We will now dismiss that panel. And also thank Congressman 
Stokes— [Applause.] 
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As soon as we clear the dias here, we will ask the second panel 
to come forward. A couple of housekeeping items — first of all, I 
would ask the members of the panel just leaving if you would be 
willing to respond to questions in writing. And we get an affirma- 
tive response to that. So without objection, we will keep the record 
open for 5 additional days — 10 additional days — to allow questions 
to be submitted to our panelists and responded to. 

We are nmning, as most concessional committees tend to do— 
behind schedule and I did not cml the attention of our first panelist 
to our clock system here, but I am going to do that with our next 
panel. What we will ask you to do, if at all possible, is to summa- 
rize your testimony in as brief a form as possible. All of the written 
testimony will, of course, be a part of the record, will be included 
in the record in full. I would request that the members of the panel 
try to limit their remarks to about 5 minutes. That would be sig- 
naled by our high tech system of signaling up here. We will have 
a green light and when the 5 minutes is up, there will be a red 
light, and we would ask you to try to draw to a conclusion when 
you see the red light. 

The second item is that again, I do not want to in any way in- 
hibit the members of our panel. I am delighted that so many of 
them are here, but again, I would hope that we could limit— or 
keep the questioning down with the understanding that if this 
panel is as agreeable as the previous one to accepting questions in 
writing for the record, we would be grateful to have that, so that 
might move our process along. We do have members who are going 
to be leaving us to catch planes at some point, and I want to be 
sure that all members are heard and all of our panelists are heard. 

With that, let me introduce our very distinguished panel and 
thank them for joining us this morning — now a^moon. James 
Conrad has been described as the Governor’s bulldog on effective, 
efficient government, he is currently the director of Administrative 
Services for the State of Ohio, previously having served elsewhere 
in State, local and Federal Governments, so he has a perspective 
that not all of our panelists would have. Last year, he was one of 
the three State officials to be honored by the National Governors’ 
Association for distinguished service to State government. Mr. 
Conrad, we are delighted to have you here. 

'The next witness will be Claire Freeman who in just 5 years led 
the Cuyahoga Metropolitan Housing Authority from a deeply trou- 
bled organization to one that was awarded the greatest improved 

f >erformance award and the removal of troubled designation award 
ast December by the Department of Housing and Urban Develop- 
ment. That is a very notable achievement and one to be veiy proud 
of. 

Next would be Dr. Keith Rasey, who is director of Federal Gov- 
ernment Relations for the Greater Cleveland Growth Association, 
which represents over 16,000 businesses. His previous experience 
includes Federal Government service, and we welcome him here 
this morning. 

And at this time, I would ask our colleague, our host. Congress- 
man LaTourette, to introduce the remaining witnesses on this 
panel, Messrs. Gardner and Whitmire. 
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Mr. LaTourette. Thank you, Mr. Chairman, and very briefly, 
the two gentlemen on the end of the panel come from local govern- 
ment, both east and farther east of Cleveland. First of all, from the 
smallest geogp'aphic size-wise county in the State of Ohio, Lake 
County, is my ^ood friend Bob Gardner. Bob is in his third term 
as coimty commissioner. Interestingly, he has also served 28 years 
as a teacher/coordinator for the Lake County Joint Vocational 
Schools, Auburn Career Center, a long career in elective office, has 
been the chairman of the Lake County Commissioners, but he is 
also the chairman of the Revolving Loan Fund and president, I 
think, of the Lake Coimty Solid Waste Management Policy Com- 
mittee, where he has been instrumental in establishing the coun- 
ty’s recycling program. And Lake County was a leader in the State 
of Ohio in that process. 

Mr. Whitmire, next to him, is a new acquaintance of mine, he is 
an Austinburg Township Trustee in Ashtabula County. And aside 
from being a Democrat, he has some pretty good credentials. 
[Laughter.] 

Mr. Whitmire serves as the chairman of the Ohio Public Works 
Commission, where he is responsible for working with local com- 
munities and disbursing over $200 million in public works moneys. 
He was just re-elected last night, if I understood him correctly, as 
president of the Northeastern Ohio Township Association, the voice 
of 14 counties and 231 townships in Ohio. 

I appreciate them both being here and appreciate, Mr. Chairman, 
the opportunity to give the introduction. 

Mr. Clinger. Thank you, Steve. 

At this point, I am pleased to recognize for 5 minutes, Mr. 
Conrad. 

STATEMENTS OF JAMES CONRAD, DIRECTOR, DEPARTMENT 
OF ADMINISTRATIVE SERVICES, STATE OF OHIO; DR. KEITH 
RASEY, DIRECTOR OF FEDERAL GOVERNMENT RELATIONS, 
GREATER CLEVELAND GROWTH ASSOCIATION; CLAIRE 
FREEMAN, EXECUTIVE DIRECTOR, CUYAHOGA METROPOLI- 
TAN HOUSING AUTHORITY; DANIEL WHITMIRE, TOWNSHIP 
TRUSTEE, AUSTINBURG TOWNSHIP, OH; AND ROBERT A 
GARDNER, COUNTY COMMISSIONER, LAKE COUNTY, OH 

Mr. Conrad. Thank you, Mr. Chairman, for the opportunity to 
be here. Before I begin, I would like to deliver a message from my 
boss, the Governor. First, he is very sorry that he could not attend 
today to tell you how he is transforming the government of Ohio, 
making it more efficient and responsive. As you know, Mr. Chair- 
man, he was the mayor of Cleveland for a 10-year period, longer 
than any other mayor, and he inherited a bankrupt city £md actu- 
ally began to reinvent government before the phrase was actually 
coined. Second, he wanted me to extend his regards and thanks to 
the committee and you in particular, Mr. Chairman, for your lead- 
ership on unfunded mandates. He is greatly appreciative for every- 
thing that you personally have done on that. 

I ^nk you will find the changes that we are making in Ohio to 
be on ffie cutting edge, from privatizing liquor stores and using 
smart card technology for welfare recipients, to teaching quality 
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service through partnership, Ohio’s version of TQM, to 60,000 State 
employees. We are ch aliening the bureaucracy at every corner. 

The three budgets that tne Governor has crafted represented the 
lowest 6 year CTOwth in the State’s 40 year history of spending. 
And today, we have 3,377 fewer emplovees in State government in 
those departments under the Governor’s control than when he took 
office in 1991. 

However, to bring our discussion down to perhaps a little more 
micro-level, I will address the changes taking place in the depart- 
ment that I am currently managing, the Ohio Department of Ad- 
ministrative Services, commonly known as DAS. DAS is the busi- 
ness arm of government, doing everything from purchasing to per- 
sonnel meinagement, it really is a combination of the GSA and the 
Office of Public Management and others on the Federal level. By 
law, we have a monopoly service delivery to State agencies. When 
I came to DAS a little over 2 years ago, I foimd what one would 
expect to find in any monopoly, a system that had never needed to 
change because it had never been challenged. Shortly after being 
appointed as director, I started a full operational review. We de- 
cided to do something that had not been very unique to government 
at that point, we went out and asked our customers what they 
thought. 

After many months of listening to our employees and traveling 
the State talking to our customers, we embayed on a voyage that 
we termed DAS 2000, a Vision for Government. Simply put, it is 
that the delivery of current monopolized services by DAS is being 
replaced with more cost-competitive ways of providing services to 
our customers. The goals were and continue to be finding ways to 
eliminate waste, duplication of effort and unnecessary control on 
our customers. Every function DAS performs was examined and 
evaluated for both service delivery and efficiency. In cases where 
we were adding unnecessary time and money to the various proc- 
ess, we simply reduced our involvement. For instance, changes in 
the construction administration process will bring the time down it 
takes to build a building from years down to a little under 1 year. 

Where our customers had the ability to do things for themselves, 
we turned that responsibility back to them. By getting out of the 
way, we reduced the purchasing process for State government by 
as many as 6 weeks. And not only are we streamlining the process, 
but where it makes sense, in areas that we cannot compete with 
the private sector, we are simply out-sourcing that function. 

As you can imamne, DAS 2000 has had a major impact on our 
budget. The DAS budget was cut by 9 percent each fiscal year in 
the upcoming biennium for a total reduction of $51.9 million. And 
that is an actual reduction of 11 percent over our previous year’s 
budget. 

The final piece of the puzzle was added last month when the leg- 
islature passed Senate Bill 99, significantly changing the purchas- 
ing, printing and civil service laws that we administer. These 
changes will result in an additional savings of $8 million to $10 
million a year to the taxpayers of Ohio. 

Finally, Mr. Chairman and members of the committee, I would 
be remiss if I did not point out that our changes are being accom- 
plished as a result of teamwork. Labor and management have been 
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working closely together to determine how to reduce costs. Credit 
should be given to the State employees unions who took a giant 
step out on a limb, to form a partnership with us. They too under- 
stood change was inevitable and that the old ways of doing things 
was simply no longer acceptable. 

I could go on and on pointing out about the dramatic changes 
that we are making; however, as you pointed out, in the interest 
of time, with my testimony being submitted in its entirety, I would 
thank you for the opportunity to express on behalf of the Governor 
a little bit on what we are doing at DAS and in State government. 

[The prepared statement of Mr. Conrad follows:] 
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THANK YOU MR. CHAIRMAN FOR THE OPPORTUNITY TO BE 
HERE TODAY. BEFORE I BEGIN I WOULD LIKE TO DELIVER A MESSAGE 
FROM MY BOSS, THE GOVERNOR. FIRST, HE IS VERY SORRY THAT HE 
COULD NOT ATTEND TODAY TO TELL YOU HIMSELF HOW HE IS 
TRANSFORMING GOVERNMENT IN OHIO, MAKING IT MORE 
EFraCIENT AND RESPONSIVE TO THE TAXPAYERS. SECONDLY, HE 
WANTED ME TO EXTEND HIS REGARDS AND THANKS, IN 
PARTICULAR TO YOU MR. CHAIRMAN, FOR YOUR LEADERSHIP 
AGAINST UNFUNDED MANDATES. 

I THINK YOU WILL FIND THE CHANGES WE ARE MAKING IN 
OHIO TO BE ON THE CUTTING EDGE. FROM PRIVATIZING UQUOR 
STORES AND USING SMART CARD TECHNOLOGY FOR WELFARE 
RECIPIENTS, TO TEACHING QUALITY SERVICES THROUGH 
PARTNERSHIP (QSTP), OHIO’S VERSI(»a OF TQM, TO 60,000 STATE 
EMPLOYEES, WE ARE CHALLENGING THE BUREACRACY AT EVERY 
CORNER 

SHORTLY AFTER TAKING OFFICE IN 1991, GOVERNOR GEORGE V. 
VOINOVICH ESTABLISHED THE OPERATIONS IMPROVEMENT TASK 
FORCE (OID TO FIND WAYS THE STATE COULD PROVIDE MORE 
EFnOENT SERVICES TO OHIOS C ITI Z ENS. 

GOVERNOR VOINOVICH DESIGNED THE OlT AS A PUBUC 
raiVATB SECTOR PARTNERSHIP, GAINING THE SUPPORT OF MORE 
THAN 100 COMPANIES IN THE PROCESS. THESE COMPANIES 
DONATED MORE THAN $500,000 AND 300 INDIVIDUALS TO THE 
EFFORT AND SPENT MORE THAN 150,000 HOURS REVIEWING NEARLY 
EVERY ASPECT OP STATE GOVERNMENT. 
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THE RESULT OF THESE INTENSE EFFORTS APPROXIMATELY 
1600 RECOMMENDATIONS ON IMPROVING EFFICIENCY IN STATE 
GOVERNMENT. THE EFFORTS OF THE INDIVIDUALS AND COMPANIES 
THAT COMPRISED THE OIT HAVE NOT GONE UNANSWERED. TO 
DATE, MORE THAN 82 PERCENT OF THE RECOMMENDATIONS HAVE 
BEEN COMPLETED. AND THE GOVERNOR REMAINS COMMITTED TO 
SEEING THIS EFFORT CONTINUE. 

IN THE AREA OF TQM, THE RESULTS OF THE QSTP EFFORTS 
HAVE PAID OFF. AS WITH ANY NEWER TQM PROGRAM WE ARE NOT 
CHANCING THE WORLD BUT WE HAVE USED IT TO SAVE A FEW 
HUNDRED THOUSAND DOLLARS AND ELIMINATE 50,000 BUSY 
SIGNALS FROM OUR CUSTOMERS. A FEW EXAMPLES ARE IN ORDER 

THE FIRST EXAMPLE COMES FROM THE OHIO DEPARTMENT OF 
TRANSPORTATIONIODOH. IF YOU'VE EVER WATCHED A SNOW 
PLOW PUSHING THROUGH A DRIFT-FILLED HIGHWAY, YOU CAN 
IMAGINE WHAT PUNISHMENT THEY TAKE. THE BIGGEST - AND 
COSTLIEST - TROUBLE CAN OCCUR WHEN THE PLOW BLADE FAILS TO 
-BREAK" WHEN IT RUNS OVER A BRIDGE JOINT, RAISED PAVEMENT, 
OR BERM. AT ODOTS DISTRICT 1, IN UMA, THE SPTT TEAM (SNOW 
ELOW IMPROVEMENT TEAM) ANALYZED THE STTUATIOT^ AND CAME 
UP WITH AN INNOVATIVE WAY TO MAKE THE REPAIR AND 
PREVENT FUTURE PROBLEMS. THEY CUT COSTS BY 87% - AND WILL 
SAVE THEIR DISTRICT $33,000. ONCE THE IMPROVEMENT IS FULLY 
IMPLEMENTED THROUGHOUT ALL OF ODOT, SAVINGS COULD TOP 
S300fi00. 

ANOTHER GOOD EXAMPLE OF THE TQM PROCESS BEING 
PROPERLY UTILIZED COMES FROM THE BUREAU OF WORKERS’ 
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COMPENSATION (BWQ. WHEN MEDICAL PROVIDERS USE TO CALL 
THE BWC THEY HAD TO ENDURE LONG WAITS AND FREQUENTLY 
BUSY SIGNALS BEFORE GETTING THROUGH. NOT ANYMORE. A 
TEAM TURNED THINGS AROUND BY DEVELOPING AND 
IMPLEMENTING AN AUTOMATED PHONE INQUIRY SERVICE NOW, 
INSTEAD OF WAITING FIVE MINUTES, MEDICAL PROVIDERS HAVE 
THEIR CALLS PICKED UP ON THE FIRST RING - THE FIRST, TIME AND 
EVERY TIME THE TEAM'S NAME SEEMS ESPECIALLY APPROPRIATE 
THEYRE KNOWN AS THE BUSY BREAKERS. 

ON A FISCAL NOTE, THE THREE BUDGETS THAT THE GOVERNOR 
HAS DESIGNED REPRESENT THE LOWEST SIX YEAR GROWTH RATE IN 
40 YEARS OF STATE SPENDING. AND TODAY WE HAVE 3,377 FEWER 
EMPLOYEES IN STATE GOVERNMENT IN THOSE DEPARTMENTS 
UNDER THE GOVERNORS CONTROL THAN WE DID WHEN HE TOOK 
CEiHCEIN1991. 

TO BRING IT DOWN TO A MORE MICRO LEVEL I WILL ADDRESS 
THE CHANGES TAKING PLACE AT THE DEPARTMENT I AM 
CURRENTLY MANAGING, THE OHIO DEPARTMENT OF 
ADMINISTRATIVE SERVICES, MORE COMMONLY KNOWN AS DAS. 
DAS IS THE BUSINESS ARM OF STATE GOVERNMENT. WE DO THE 
PURCHASING, CONSTRUCTION, PRINTING, INVENTORY AND REAL- 
ESTATE MANAGEMENT FOR OTHER STATE AGENCIES AS WELL AS 
ADMINISTER THE STATE CIVIL SERVICE, COLLECTIVE BARGAINING, 
RISK MANAGEMENT AND EQUAL OPPORTUNITY LAWS. WE ALSO 
OVERSEE AND MANAGE THE STATES COMPUTER AND 
TELECOMMUNICATION SYSTEMS. 
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BY LAW WE HAVE A MONOPOLY ON SERVICE DELIVERY TO 
OTHER STATE AGENCIES. WHEN I CAME TO DAS A LFTTLE OVER TWO 
YEARS AGO I POUND WHAT ONE WOULD EXPECT TO FIND WITH ANY 
MONOPOLY... A SYSTEM THAT HAD NEVER NEEDED TO CHANGE 
BECAUSE IT WAS NEVER CHALLENGED. CLEARLY, SOMETHING 
NEEDED TO CHANGE 

SHORTLY AFTER BEING APPOINTED DIRECTOR I STARTED A 
FULL OPERATIONAL REVIEW. WE DECIDED TO DO SOMETHING THAT 
GOVERNMENT WAS NOT ALWAYS KNOWN FOR DOING, WE WENT 
OUT TO OUR CUSTOMERS AND ASK THEM WHAT THEY THOUGHT. 

AFTER MANY MONTHS OF LISTENING TO OUR EMPLOYEES AND 
TRAVELING THE STATE TALKING TO OUR CUSTOMERS, WE 
EMBARKED ON A VOYAGE THAT WE TERMED DAS 2000, A NEW 
VISION FOR GOVERNMENT. SIMPLY PUT, THE DELIVERY OF CURRENT 
MONOPOLIZED SERVICES BY DAS IS BEING REPLACED WITH MORE 
COST COMPETITIVE WAYS OF PROVIDING SERVICES TO OUR 
CUSTOMERS. THE GOALS WERE AND CONTINUE TO BE FINDING 
WAYS TO ELIMINATE WASTE, DUPLICATION OF EFFORTS AND 
UNNECESSARY CONTROL OVER OUR CUSTOMERS. 

EVERY FUNCTION DAS PERFORMS WAS EXAMINED AND 
EVALUATED FOR BOTH SERVICE LEVEL AND EFFICIENCY. IN CASES 
WHERE WE WERE ADDING UNESSESARY TIME AND MONEY TO 
VARIOUS PROCESSES WE REDUCED OUR INVOLVEMENT. FOR 
INSTANCE, CHANGES IN THE CONSTRUCTION ADMINISTRATION 
PROCESS WILL BRING THE TIME IT TAKES TO BUILD A NEW BUILDING 
DOWN FROM YEARS TO A UTILE UNDER A YEAR. 
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WHERE OUR CUSTOMERS HAD THE ABILITY TO DO THONCS 
THEMSELVES WE TURNED OVER THE RESPONSIBILITY TO THEM. BY 
GETTING OUT OF THE WAY WE REDUCED THE PURCHASING PROCESS 
BY AS MANY AS 6 WEEKS. NOT ONLY ARE WE STREAMLINING 
PROCESSES BUT WERE IT MAKES SENSE, IN AREAS THAT WE CAN 
NOT COMPETE WITH THE PRIVATE SECTOR, WE ARE OUTSOURCING. 

IN OVERHAULING MANY OF OUR RULES WE ARE 
ENCOURAGING COMMON SENSE PROBLEM SOLVING. A GREAT 
EXAMPLE IS IN THE AREA OF PURCHASING. WE PREVIOUSLY HAD 34 
RULES, WE NOW ONLY HAVE 11. OUR SINGLE PURPOSE WAS TO 
SPEED UP THE PURCHASING PROCESS ALLOW EMPLOYEES TO THINK 
FOR THEMSELVES AND TO NOT TRY TO REGULATE FOR EVERY 
POSSIBLE BAD SITUATION THAT MAY OCCUR. THE RULES HAD BEEN 
LAYERED ON SO THICK THAT PEOPLE COULD NOT THINK, THERE WAS 
A RULE TO TELL THEM EVERY MOVE TO MAKE. 

DAS 2000 HAS HAD A MAJOR IMPACT C»I OUR BUDGET. THE 
DAS BUDGET WAS CUT BY 9% EACH FISCAL YEAR IN THE UPCOMING 
BIENNIUM, FOR A TOTAL REDUCTION OF $51.9 MILUON. THIS WAS 
AN ACTUAL REDUCTION OF 11% OVER OUR PREVIOUS YEARS 
BUDGET. 

A FINAL PIECE OF THE PUZZLE WAS ADDED LAST MONTH 
WHEN THE LEGISLATURE PASSED, SENATE BILL 99, SIGNIFICANTLY 
CHANGING THE PURCHASING, PRINTING AND CIVIL SERVICE LAWS 
WE ADMINISTER. THESE CHANGES WILL RESULT IN AN AI^mONAL 
SAVINGS OF 8 TO 10 MILUON DOLLARS A YEAR FOR THE TAXPAYERS 
OF OHIO. 



96 


FINALLY, OUR CHANGES ARE BEING ACCOMPLISHED AS A 
RESULT OF TEAMWORK. LABOR AND MANAGEMENT HAVE BEEN 
WORKING CLOSELY TOGETHER TO DETERMINE HOW TO REDUCE 
COSTS. CREDIT SHOULD BE GIVEN TO THE STATE EMPLOYEES UNION 
WHO TOOK A GIANT STEP OUT ON A LIMB TO FORM A PARTNERaOP 
WITH US. THEY TOO UNDERSTOOD CHANGE WAS INEVITABLE AND 
THE OLD WAY OF DOING THINGS WAS NO LONGER ACCEPTABLE. 

I COULD GO ON AND ON ABOUT THE DRAMATIC CHANGES WE 
ARE MAKING BUT TIME WILL NOT PERMIT THAT TO HAPPEN SO I 
WILL STOP HERE. I WOULD BE HAPPY TO ANSWER ANY QUESTIONS 
YOU MAY HAVE 
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Qmeslimafor James Coarad 

1) What were lliequalificatioiisuaed for placmgcompaoies and individuals on the Operations 
Improvement Task Force? 

2) How exactly was the Operations Im]Boveineiit Task Force wganired, in terms of meetings 
and input? 

3) Would you please go into more detail on the process and crheria you utilized to determine 
what departments, unda the Oovemors control, were in need of restiueniring? 

4) In your testhnony you refotied to the Department of Administrative Services going out to 
its customers and asking their opinioiis of foe quality of service deliveiy. Through vfoat means was 
this accomplished (e.g., forough the use of surveys, questionnaires, town meetings etc.)? 

5) What role did managers and employees have in foe DAS 2000 project? 

6) In your testimony you talk about “allowing employees to thiifo for themselves”. Wehope 
todothisonthefoderalleveL However, I'wonderiffoderalenqdoyees are afiaid to take risks and 
do things dilfoiently because they fear being penalired if they m^ a mistake. Has this been a 
problem in (foio? 

7) Please describe how the legislativejoint committee on regulatioDs operates and whether in 
your esqierience it is an efieetive structure to encourage reduction of unnecessary state regulations. 

8) What is your position on the eliminatimi of each of the following federal departments: 
Conunerce, Energy, Educatian and Housing and Urban Developmerrt? 
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1) Governor George V. Voinovich invited Ohio companies to participate on 
the Task Force by committing funds and/or personnel to staff task force 
teams. Companies were assigned to spedflc agencies, rather their personnel 
were placed where they could be most effective. For example an accountant 
for XYZ Company may have served on the Human Services Task Force, 
while a computer expert for the same company served on the EPA Task Force. 
In compiling teams, individuals were selected for their specific skills. For 
example, in the Department of Administrative Services, the Task Force Team 
included individuals knowledgeable in purchasing and personnel— two major 
areas of DAS operations. Also, while the OIT focused on procedure not pxslicy 
issues, an effort was made to avoid conflict of interest, particularly in 
regulatory agencies. 

2) The OIT was initiated when Governor Voinovich solicited Ohio 
Companies to help him put together a task force to assess state government 
operations. Once companies began signing on, a chairman and director were 
chosen to set up an office and do what was necessary to secure the funding 
and staffing necessary to run the OIT. First, high level managers were 
selected to act as agency group leader to oversee broad categories of 
government such as human service agencies. Next task force leaders were 
selected and assigned specific agencies and teams were formed accordingly. A 
leadership panel was created as a way to brief companies who invested in 
process. 

Once each team was selected its members were given general training on 
what was expected during their management audits. Much emphasis was 
placed on documenting everything that was found or decided upon. Teams 
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used surveys and interviews; looked at fiscal records, annual reports, policies 
and procedure; and reviewed work processes to make their assessments and 
corresponding recommendations. 

3) Governor Voinovich made it clear that each area under his control was to 
be given a thorough assessment. Teams did not enter agencies with 
preconceived notions that changes must be made. Through their 
assessments, they decided what changes were necessary to make op>erations 
run more efficiently. 

4) When I Took over at DAS my first order of business was to send out a 
customer service survey. The survey accomplished two things, which in fact 
was actuaily mailed out on my first day in office. (It has since been mailed out 
on the same day every year.) The first was to set a baseline starting point so 
we knew exactly where we stood, the second thing was that it told our 
customers that we are serious about changing the focus of our organization. 
We also had a series of Town meetings throughout the state (13 in all). A 
method I utilized when I ran the Ohio Bureau of Employment Services was 
the questionnaire post card. With every piece of mail we sent out we attached 
a pre-postage comment card. We literally received hundreds of cards back a 
week and while not as quantiHable as a survey, it sure helped to let me know 
what the people interacting with us were thinking. 

5) Those managers and employees who wanted to participate had a major 
role in the DAS 2000 project. As a matter of fact 70 to 80 percent of our 
legislative changes were employee suggestions on how the law needed to be 
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changed to provide better customer service. The remaining portioits of the 

legislative charges were customer driven. 


6) Employees have been scared to take risks at the state level in Ohio but our 
situation is no different than any other public, private or not for profit entity. 
Employees must have trust in management and if there is no trust or lack of 
an environment that encourages risk taking, change will never take place. 
The public sector is different in the sense that one can't reward employees for 
successes as they can in the private sector but on the other hand employees in 
the public sector are not as likely to lose their jobs if they take a risk and fail. 

7) The committee you are referring too is the joint Committee on Agency 
Rule Review and it is a body made up of legislators from both houses of the 
Ohio General Assembly. Every time an agency files a rule under Ohio 
Revised Code rule making authority public hearings must be held by the 
agency and then the rule is heard before JCARR. The committee either 
approves the rule or sends it back to the agency to be revisited. This process 
has worked both positively and negatively. In many instances it has served as 
the last chance for disaffected parties of a particular rule to be heard by 
someone other than the promulgating agency. 

8) I have not interacted with these agencies and therefore do not have an 
opinion on whether or not they should be eliminated. 



101 


Mr. CuNGER. Thank you very much, Mr. Conrad, and please con- 
vey my regards to tihe Governor, who certainly was a champion and 
an outstanding leader in the unfunded mandates fight, and without 
whom we woiud not have achieved that victory. So I hope you will 
give him my very best regards. 

Mr. Conrad, l will. 

Mr. CuNGER. Next, I am very pleased to recognize Dr. Rasey, if 
I may. Is that pronounced right? 

Dr. Rasey. Yes, that is correct. 

Chairman Clinger, Congressman Stokes, Congresswoman Col- 
lins, Congressman LaTourette and other members of the Reform 
and Ohrersight Committee, thank you for inviting me to testify be- 
fore your committee today. 

The Greater Cleveland Growth Association applauds the Con- 
fess’ efforts to reduce the Federal deficit and your committee’s ef- 
forts to streamline and reform the Federal Government. 

We must all learn to use available resources more effectively and 
efficiently and to work in partnership between levels of govern- 
ment, the private and non-profit sectors and the community to 
achieve our public policy aims. Partnerships are especially valued 
because they promote collaborative solutions and coordinated use of 
resources, public and private, in addressing problems of scale. 

The Growth Association, with nearly 16,000 members, is pri- 
marily concerned with issues of economic growth and job creation. 
There are five issue areas based on our work priorities for 1995 
and 1996, where the Federal Government is most needed, where 
Federalprogram funding should be sustained at or near current 
levels. These categories are technology infrastructure, iob training, 
small business, the core city — in this case the city of Cleveland and 
other urban cities — and transportation and infrastructure. 

I will limit my remarks to just three areas — ^technology infra- 
structure. job training and the core city, though my written testi- 
mony addresses all five. 

Technology infrastructure — while the rate of decline in the Cleve- 
land manufacturing center is converging with the national average, 
it is still a very large part of the areals and region’s economy. To 
sustain the manufacturing base and support emerging industries, 
a substantial infrastructure has evolved in Greater Cleveland over 
the last 10 years. Ongoing Federal support for this infrastructure 
is viewed as critical to industry expansion and retention. Private 
companies today, both large and small, compete in global markets. 
To be successful, R&D must be focused on the short term, 1 to 2 
years; the intermediate term, 3 to 5 years; and the long term, 10 
to 20 years. These intensified demands are exacerbated by country- 
to-country differences in public and private investment in both ge- 
neric and applied research and development. The United States 
today fails miserably in its public and private commitment. As a 
Nation, the United States ranks 19th or worse in both categories. 

I have two su^estions; First, Federal investment in genenc and 
applied R&D ana deployment should be sustained to improve Unit- 
ed States competition with our leading foreign competitors and 
emerging foreign competitors — for examine, China. 

Examples of Federal programs that provide direct or indirect 
support for R&D in greater Cleveland include the Commerce De- 
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partment’s Advanced Technology Program and the Manufacturing 
Extension Partnerships Program. 

In greater Cleveland, the Cleveland Advanced Manufacturing 
Program, (CAMP), one of the first MBPS selections, offers a wide 
variety of services to over 9,000 members. CAMFs affiliate, the 
Great Lakes Manufacturing Technology Center, has completed 750 
technology programs with an estimated savings of $54 million to 
area manufacturers. Separately, the EDA’s in Commerce, Title EX, 
Economic Adjustment Grant Program, supports the infrastructure 
and direct development of technology districts and incubators. 

Other Federal agencies — Health and Human Services, Veterans 
and the National Science Foundation — support generic research in 
emerging industries in the Cleveland area, such as aerospace, bio- 
medical, biotechnology and advanced materials — for example, poly- 
mers. 

Two lesser known SBA programs are also important. The Small 
Business Innovation Research Program provides contractual oppor- 
tunities for innovations aimed at addressing Federal R&D needs 
across the board in terms of Federal agencies. The Small Business 
Technology Transfer Program funds partnerships between univer- 
sities, other non-profit research institutions and small businesses. 
In addition to direct Federal program support, the NASA Lewis Re- 
search Center, located in Cleveland, is the region’s preeminent 
R&D facility and places the State of Ohio as a leader in aero- 
nautics and aerospace research. 

My second suggestion is that private investment in R&D should 
be expanded through the permanent extension of the research and 
development tax credit for private companies and a reduction in 
the capital gains tax rate for private companies and individual in- 
vestors. 

I will shorten my comments on job training. We got an excellent 
introduction and remarks from Secretary Martin. My recommenda- 
tions in that area are two-fold. While agreeing that Federal pro- 
gram consolidation is needed, it is important that the overall level 
of funding for job training programs and school-to-work program 
initiatives be sustained emd that their targeting to special popu- 
lations, to the extent possible, be retained as well; for example, 
through set-asides within the block grants. 

Second, most importantly, develop market clearing mechanisms 
for matching employers with job seekers. The program I am aware 
of is in Commerce, it is their Information Infrastructure Grant Pro- 
gram. I was with an official from that agency the other day, they 
are swamped with applications for a very small pot of money. 

Last, the core city, the city of Cleveland. While Cleveland has 
made great strides in the past decade as a come-back city, as re- 
ported by our mayor, there are still major divisions. And there are 
hopeful signs, as the mayor commented, on the new home construc- 
tion and the activity — more new construction than loss of inven- 
tory, I believe. But more is needed. At the same time, we have to 
be honest in expecting that Federal funding coming to Cleveland 
and other large urban cities is likely to deteriorate in the wake of 
budget-cutting underway in the 104th Congress. Further, as con- 
trol over the substate allocation and use of Federal block grants is 
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transferred to the States, there is added concern over what will be 
available to address core city problems. 

My recommendations — ^first, existing Federal programs which 
stimulate economic CTowth in distressed communities must be sus- 
tained. By sustained, what I mean is that these programs must be 
kept in one form or another. We acknowledge that budget cuts will 
happen, but we want to see those programs coming to Cleveland 
and other cities. 

An area of great need in this area is the reclamation of former 
industrial sites or “brownfields.” Here, I should thank Congress- 
man Stokes for arranging a delegation meeting^earlier this week on 
the subject, and also thank Congressman L^ourette for actively 
participating in the meeting. 

Second, Federal investment in job training and educational pro- 
grams which motivate and prepare disadvantaged youth and unem- 
ployed or under-employed adults in core cities must be maintained 
and sustained. These programs span the Departments of Edu- 
cation, Labor, and Health and Human Services. 

Third and finally, housing reinvestment in core cities by existing 
owners should be encouraged by the Federal Government on the 
tax side by the removal of the current tax penalty that results from 
capital gains payments on homes purchased which cost less than 
the homes sold in suburban markets. 

In conclusion, I admit that what I have recommended sounds 
very much like a laundry list. Unlike prior years, however, it is not 
focused on special purpose funding requests. Instead, my testimony 
identifies existing Federal programs and program areas that we be- 
lieve are vital to economic growth and job creation. As much as I 
would like to, I am not asiung that these programs be exempted 
from current budget cutting. Nor am I saying that some of them 
should not be consolidated into block grants. My primary purpose 
this morning is to let the members of the committee know the 
areas where Federal programs and program targeting are most 
helpful in supporting economic growth and job creation in the city 
of Cleveland, CTeater Cleveland and northeast Ohio. 

I should add that the Growth Association is committed to work- 
ing in partnership with the Federal Government and other levels 
of government in seeking solutions and in sharing resources. 

Thank you. 

[The prepared statement of Dr. Kasey follows:] 
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The Greater Cleveland Growth Association supports current Congressional efforts to 
reduce the federal deficit. The Growth Association also supports Legislative and 
Executive Branch initiatives aimed at streamlining federal government as a means of 
reducing the deficit. 

In the present budgetary environment, we must all leam to how to do more with less, 
use available resources more effectively and efficiently, and work in partnership — 
between levels of government, the private and nonprofit sectors, and the community — to 
achieve our public policy objectives. Partnerships are especially valued because they 
promote collaborative solutions and coordinated use of resources, public and private, in 
addressing problems of scale. Further, in partnership, there is ultimately a shared 
understanding of what’s needed, what’s possible, and who can get the job done. Finally, 
partnerships are mediative in nature — which helps to overcome partisan positions. 

As a business association, with nearly 16,000 members, our primary goals are 
economic growth and job creation. It is our purpose to make a quantifiable, measurable, 
and significant change in the economic condition of our city and Northeast Ohio. We also 
believe that the federal government must be involved in partnership with us and other 
state and local participants. 


Greater Cleveland Growth Association 
200 Tower Cuy Center • 50 Public Square • Cleveland. Ohio 4411 3-2291 
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In 1995-1996, the work priorities of the Growth Association are, as follows: 

1. Revitalizing the manufacturing base; 

2. Increasing the number of formations and expansions of small- to mid-sized 
companies; 

3. Increasing growth in high-wage, high-growth service and technology sectors 

4. Creating a more efficient and unconstrained labor market; 

5. Improving the region’s capabilities in the movement of goods and people 

6. Restoring economic vitality in the city; 

7. Increasing female and minority participation in the economy; and 

8. Enhancing the image of Cleveland as a visitor destination of choice. 


While each of the eight priorities is supported in one way or another by government, 
there are five issue areas, based on the work priorities listed above, where federal 
government support is most needed, and where, in present Congressional deliberations, 
program funding should be sustained at or near current levels. These categories are; 

(1) technology infrastructure; (2); job training; (3) small business; (4) core city; and (5) 
transportation and infrastructure. They have importanee for the city of Qeveland, 
Cuyahoga County, the primary and consolidated metropolitan area. Northeast Ohio, and in 
most cases, the state of Ohio and the Midwest. Each is addressed below. 


I. TECHNOLOGY INFRASTRUCTURE 
Backitround 

While the rate of decline in the Cleveland manufacturing sector is converging with 
the national average, it is still a very large part of the area’s and region’s economy. To 
sustain the manufacturing base and support emerging industries, and to support growth in 
high technology service sectors (e.g., banking and health care), a substantial tectoology 
infrastructure has evolved in Greater Cleveland, Northeast Ohio, and the state of Ohio 
over the past ten years. This infrastructure supports both basic and applied research, 
deploys research results including opportunities for commercialization, and helps to attract 
both short- and long-term capital for business ventures. 


2 
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Contributors to this infrastructure have included federal and state governments, public 
and private foundations, and other private and nonprofit sector institutions and 
organizations. Each sector remains a key component in sustaining the infrastructure. 
Federal support of basic and applied research and the deployment of results, including the 
expansion of the information superhighway, is viewed as critical. 

Issue 


Private companies today, both large and small, compete in global markets. To be 
successful, R&D must focus on the short term (1-2 years), intermediate term (3-5 years), 
and long term (10-20 years). These intensified demands are exacerbated by country-to- 
country differences in public and private investment in generic and applied R&D. The 
U.S. today fails miserably in both public and private levels of investment, ranking 19th or 
worse in both categories. 

Recoinmendatioiis 


1 . Federal investment in generic and applied R&D and deployment must be 

increased to improve UJS. competition with our leading foreign competitors (e.g., 
West German and Japan) and emerging foreign competitors (e.g., China). 

Examples of federal programs that provide direct or indirect support for R&D in 
Northeast Ohio include the Commerce Department’s Advanced Technology Program 
(ATP) and the Manufacturing Extension Partnerships program (MEPs). In Greater 
Cleveland, the Cleveland Advanced Manufacturing Program (CAMP), funded by the 
MEPs program, offers a wide variety of services to over 9,0(X) manufacturers. 
CAMP’S affiliate, the Greater Lakes Manufacturing Technology Center has 
completed 750 technology programs, with an estimated savings of $54 million to 
manufacturers Separately, the EDA’s Public Works and Title IX Economic 
Adjustment grant programs support the development of technology parks and 
incubators for emerging industries. 

Other valued federal involvement, by administering agency, includes: 

Commerce 


• Information Infrastructure Grants 
Defense 


• Technology Reinvestment Program (TRP) 
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Health and Human Services 


* Generic medical research (supporting emerging biomedical/biotechnology 
industry) 

National Science Foundation . 

• Generic research funds (supporting emerging industries, e.g., polymers, and 
other advanced materials, sensors, biomedical/biotechnology, and aerospace) 

Small Business Administration 


• Small Business Innovation Research (SBIR) program (that provides contractual 
opportunities for innovations aimed at addressing federal R&D needs across 
agencies including Commerce, Defense, Transportation, EPA, and NASA) 

• Small Business Technology Transfer (STTR) program (that funds partnerships 
between universities, other nonprofit research institutions, and small businesses) 

Veterans Administration 


• Biomedical research funds (including intramural funding from Defense and the 
National Institutes of Health) that support an emerging 
biomedical^iotechnology industry 

In addition to direct program support, the NASA-Lewis Research Center is the 
region’s preeminent R&D facility, and places the state of Ohio as a leader in 
aeronautics and aerospace research. Current efforts are underway to establish a 
commercialization center in the Cleveland area to secure economic development 
benefits from NASA technology spin off. 


2. Federal support for basic tools to facilitate technology-based business 
development, especially in urban areas, should be expanded. 

Commerce (Economic Development Adrmnistrauon) 

• Programs to assist in building the Cleveland Technology DisU'ict and other 
technology parks to retain the benefits of commercialization of research in the 
urban core. 

• Technology investment funds to fill the gap between basic research funding 
and private investment. 
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3 . Private isvestment in R&D should be increased through the permanent 

extension of the Research and Developmait Tax Credit for private companies 
and reduction in the capital gains tax rate for private companies and individual 
investors. 


II. JOB TRAINING 

Background 

Workforce quality is a key consideration in choosing a location for business 
investment and a critical factor for successful operation. 

Issue 


The educational attainment of the region’s work force (a measure of labor force 
quality) lags behind other comparative regions. Further, demand for highly educated 
workers is growing, and high-wage jobs require increasing levels of educational 
attainment. Overall, there is a major imbalance between unfilled demand and qualified 
job seekers. 

Recommendations 


1 . While agreeing that federal program consolidation via block grants through the states 
is appropriate, it is important that the overall level of funding for job training 
programs and schooi-to-work program initiatives be sustained, and that 
targeting to special populations be retained — through set-asides, by example. 
Valued federal programs include, by administering federal agency, the following; 

Education — Programs that address transition to jobs, including: 

• Vocational and Adult Education, 

• School-to-Work, and 

• TRIO programs (e.g.. Upward Bound). 

Health and Human Services 

• Job Opportunities and Basic Skills Training Program (JOBS) (provides 
education, training, job-search, and other supportive services to AFDC 
recipients) 
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Labor 


• Job Training Partnership Act (JTPA) programs (that address adult employment 
needs, including the job training needs of the disadvantaged and retraining for 
dislocated workers) 

• Trade Assistance programs (job training for persons experiencing a reduction in 
hours worked, or reduced wages, e.g., because of increased imports) 


2. Develop market clearing mechanisms for matching employers with job seekers. 

Commerce 


• Information Infrastructure Grants (Telecommunications and Information 
Infrastructure Assistance Program). This program should be substantially 
expanded given the enormous level of demand. 


III. SMALL BUSINESS 
Background 

Small businesses play important roles in local and regional economies, not only in 
established industries as suppliers and subcontractors, but in emerging industries where 
venture capital is usually scarce. Small businesses are also a major source of new jobs. 

Issue 

The failure rate for new small businesses is high, and most job growth usually occurs 
after four years in the life of a start-up company. As such, they need nurturing during 
the maturation process, especially as they expand in size and venture into new markets 
and product lines. The Cleveland metropolitan area has been less successful than peer 
cities in creating and nurturing new businesses. 

Recommendations 


Improve the early survival rate of new small businesses by: 

1. Supporting their early development and growth by sustaining the following 
federal programs and initiatives: 
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Commerce 


• Enterprise Development (e.g.. Minority Business Development Centers) [The latter 
provides one-stop centers for minority-owned businesses.] 

• International trade initiatives 

• Manufacturing Extension Partnerships (MEPs) 

• Information Infrastructure Grants 
Labor 

• Job Training Partnership Act (JTPA) 

Small Business Administration 


• Small Business Development Centers (SBDCs) and other training and technical 
assistance programs 

2. Improving their access to capital by sustaining the Small Business 
Administration as a source of small business loans, e.g., 7(a) and 504, and 
international loan programs such as the International Trade Loan Program and 
Export Revolving Line of Credit); and 

3. Creating a more supportive business environment on the tax side, including: 

• A reduction in the capital gains tax rate; 

• Reductions in subchapter C/S corporate tax rates to enhance income retention and 
reinvestment; and 

• Removing the "principal place of business" restriction on home office deductions. 


IV. CORE CITY 
Background 

While the city of Cleveland has made great strides in the past decade as a comeback 
city, it remains largely divided — in terms of race, incomes, and other factors which 
separate east-side from west-side and the core city from suburban areas. The current 
economic situation in the core city is characterized by high poverty, high unemployment, 
low educational attainment, and high out-migration. 
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While there are hopeful signs — new home construction activity, empowerment zone 
designation, and magnet schools in the sciences, medical field, the arts, etc. — in 
aggregate, not enough is being done to fundamentally change the above relationsbips. An 
ongoing, committed public-private-community partnership is needed to move forward with 
an agenda that will bring prosperity and security to all of our citizens. 

Issue 


The amount of federal funding coming to Cleveland and other core cities is likely to 
deteriorate in the wake of budget-cutting underway in the 104th Congress. Further, as 
control over the sub-state allocation and use of federal block grants is transferred to the 
states, there is added concern over what will be available to address the problems of core 
cities. 

Recommendations 


1 . Existing federal programs which stimulate economic growth in distressed 
communities must be sustained. Examples of these programs, by administering 
federal agency, include the following: 

Commerce (EDA) 

• Economic Adjustment Grants (Title DC) 

• Competitive Communities concept 

• Enterprise Development (Minority Business Development Centers) 

EPA 

• Superfiind (or separate "brownfield" legislation) which provides financial 
assistance for the environmental assessment and inventorying of non-priority list 
sites, their cleanup and redevelopment, for industrial, commercial, residential, and 
mixed uses 

• Environmental Finance Center Program 
Housing and Urban Development 

• Community Development Block Grants 

• Empowerment Zones 
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Small Business Administration 


• Loan programs for disadvantaged small businesses 

2 . Federal investment in job training and educational programs with motivate and 
prepare disadvantaged youth and unempioyed or underemployed adults in core 
cities must be sustained. 

Education 

• Elementary and Secondary Education Act (targeted to core city schools) 

• Vocational and adult education programs 

• Urban Community Sen’ice Program (mobilizes resources of urban universities in 
solving problems in low-income communities) 

Health and Human Services 

• Job Opportunity and Basic Skills (JOBS) program 
HUD 

• Family Self-Sufficiency Program (in which unemployed residents in federally- 
assisted housing enter S-year contracts to pursue education, training, and ultimate 
employment, in return for housing and other supportive services) 

Labor 

• Job Training Partnership Act (JTPA) programs 

3 . Housing reinvestment in core cities by existing owners should be encouraged on 
the tax side by the removal of the current tax penalty that results from capital 
gains payments on homes purchased which cost less than the homes sold. 

V. TRANSPORTATION AND INFRASTRUCTURE 

B.ickcrouiul 

Cleveland’s central location provides significant potential for it to become a major 
regional center of trade and commerce. 
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Issue 


Access to domestic and international air service in Cleveland is limited when 
compared to other metropolitan areas. Compared to peer cities, Cleveland has not realized 
its full potential in travel- and tourism-related revenues. Further, public transportation in 
Cleveland is not fully used and expensive to operate. 

Recommendations 


1. Enhance intra-regional transportation infrastructure, through the following 

programs and related activities: 

Transportation 

• Federal Highway Administration programs (full and timely expenditure of 
Transportation Trust Fund revenues — currently Ohio is receiving only about 60% 
of the federal gas taxes collected within the state) 

• Federal Railroad Administration — In the short run, capital funds are needed to 
help acquire railroad rights-of-way associated with the Cleveland-Akron-Canton 
commuter rail program. In the long run, capital and operating support are needed 
for regional and intra-regional rail operations. 

• Federal Transit programs — Currently, capital and operating funds are combined 
in the federal budget, making it very confusing because outlays include multiple- 
year capital projects. This issue applies across all transportation and infrastructure 
programs. 

Defense 


• Army Corps of Engineers activities are important to sustaining trade through the 
Port of Cleveland and on the Cuyahoga River. Current needs include funding 
($14 m.) for bulkheading at the mouth of the Cuyahoga River. 


2. Improve domestic/intemationai air service through Federal Aviation 
Administration programs. 


3. Assure adequate infrastructure to support economic development in the core 
city, e.g., bridge maintenance and reports and brownfield environmental 
assessments and cleanup. 
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CONCLUSION 

Yes, the above has all the aspects of being a laundry list. Unlike other years, 
however, it is not focused on special purpose funding requests, but instead, it identifies 
existing federal program and other federal activities that we believe ate vital to economic 
growth and job creation. 

As much as we would like to, we are not asking that these programs be exempted 
from current budget cutting. Nor are we saying that some of them shouldn’t be 
consolidated in block grants. Our primary purpose is to let members of Congress know 
the kinds of federal programs and program targeting that are most helpful to supporting 
economic growth and job creation in the city of Cleveland, Greater Cleveland, and 
Northeast Ohio. 

Finally, we are committed to working in partnership with the federal government and 
other levels of government — in seeking solutions and in sharing resources. A good 
example of this, albeit tentative in nature, are collaborative efforts underway to reclaim 
former industrial sites (brownfields) and reuse them for technology districts to support 
emerging industries. Direct benefits include new jobs (in the cleanup, new businesses 
created, and service jobs created to support the enterprises). Indirect benefits include 
enhanced public services resulting from increased city tax revenues and the preservation 
of greenfield sites. 

Thank you. 


- End - 
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U.S. House of Representatives 
Committee on Government Reform and Oversight 
Hearing on July 14, 1995 
Parma Heights, Ohio 

Testimony of Dr. Keith P. Rasey 

Additional Questions and Answers 

1. In your prepared statement you express concern that the educoHonal 

attainment of the American workforce lags behind other industrial nations, 
and you advocate the use of federal job training programs. Do you believe 
any of these programs should be designed, administered or financed in part 
by states and localities? 

The anticipated consolidation and "blockgranting" of federal job training 
programs by Congress will no doubt assure greater flexibility in the design and 
administration of Job training programs at the state and local level. Local 
control over design and implementation, if done in collaboration with area 
employers, should be responsive to local labor market needs. On the other 
hand, prospects for state and local funding for job training are much more 
difficult to assess owing to diversity of policy and level of available resources 
between jurisdictions. 

My major concern with "blockgranting” federal programs is the potential for 
"spreading" across the population which limits the amount of program funds 
benefiting originally targeted "in need" populations, e.g., the unemployed and 
underemployed in core areas of center cities. Program consolidation and 
greater state/local discretion must therefore be carefully balanced with needs 
targeting to assure the effective distribution of program benefits. 


2. Do you think Job training programs should be targeted to areas with higher 
unemployment? 

Federal job training resources should be targeted to areas of high need. High 
unemployment is only one indicator of this need and may reflect cyclical or 
frictional unemployment at the time of measurement. Other measures, such as 
labor force participation rates, particularly among population sub-groups, e.g. 
women, minorities, or disadvantaged youth), should also be considered to 
ensure that federal resources are targeted effectively in dealing with stiucmral 
unemployment and underemployment. 
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3. What is your position on the elimination of each of the following federal 
departments: Commerce, Energy, Education, and Housing and Urban 
Development? 

I would prefer to answer this question is terms of what functions are 
appropriate at the federal level, and limit my remarks to the Greater Cleveland 
Growth Association’s working priorities. 

First, the federal government is best positioned to promote and facilitate 
international trade by U.S. firms. Also, because of its taxing powers and the 
fact of global competitiveness intensified by central government investment in 
R&D, we must do likewise by increasing both public and private investment in 
basic and applied technology development and deployment. At present, such 
investment levels, as a percent of GNP, are well tehind our major competitors 
(Japan and West Germany) and likely to rapidly fall behind newer competitors 
(e.g., China). The Commerce Department is a logical, centralized agency in 
which to coordinate such activities. 

Second, the federal government must commit resources to preparing/upgrading 
the workforce to compete in the global economy and address structural 
employment issues (see above). This suggests that the Departments of 
Education and Labor must remain involved. Education must continue to 
concern itself with school-to-work transition. With regard to job training, I 
strongly support the consolidation of federal job training programs, presumably 
at Labor. With consolidation, it may also be desirable to establish an advisory 
commission made of representatives from federal agencies currently 
administering job training programs, private sector employers, and labor to 
assure policy coordination. 

Third, because of the limited resources of our older, urban cities, and because 
of limited state intervention and resource availability, the federal government 
must retain responsibility for caring about America’s cities. Therefore, while 
the Department of Housing and Urban Development may well need 
reorganizing, it should continue to exist as a major resource and techmcal 
assistance provider to urban cities, and as the federal government’s lead policy 
maker on urban issues. 


Prepared; July 27, 1995 
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Mr. Cle^ger. Thank you, Dr. Rasey. 

Now I am pleased to recognize Claire Freeman, the CMHA chief 
executive officer for 5 minutes. 

Ms. Freeman. Good afternoon, Chairman Clinger and all of the 
other Members of the Congress. Thank you for inviting me to be 
here. As mentioned by the chairman, CMHA was severely troubled 
less than 5 years ago. HUD has a public housing assessment man- 
agement tool that grades public housing authorities. In 1990, we 
probably would have received a grade of 30 out of 100. In 1991, we 
scored a g^ade of 53. In 1994, we are at 81 and we hope to be a 
hi^ performer in the years to come, that would be over 90. 

This dramatic recovery was built on the application of sound pro- 
fessional and business practices to a deteriorating public agency. It 
is a wonder that the agency was still standing, actually. And we 
implemented these business practices by institutionalizing a holis- 
tic approach to addressing resident needs and changing the ori- 
entation of the agency to customer service, where all employees of 
CMHA know that the residents of public housing are our cus- 
tomers. It might be a simple concept, but believe me, it was a com- 
plex task to implement. 

Before I give you highlights on some of our innovative programs 
and techniques, let me just go over a little bit about what we found 
when we entered CMHA. We were on credit hold across the county. 
We had dangerously deteriorating infrastructure. We had gas pipes 
that were so corroded because of the steam heat systems that were 
over 60 years old, that we could have had an explosion at any time. 
We had buildings that had the original paint — that is 1937 paint, 
^d we had a work force that, without question, was low productiv- 
ity, low morale and everything negative you can think about a 
work force. No leadership. 

We had high vacancies, low rent collection. As I shared, severely 
deteriorated housing stock, and I have to say that 40 years of de- 
ferred maintenance is not benign neglect, but malicious neglect of 
a national asset. What we did though, we brought in an organiza- 
tion that I had become acquainted with at the Department of De- 
fense — Sage Analytics. They have a failure avoidance technology. 
They applied that failure avoidance technolo^ to the Gulf war for 
the Department of Defense, to American Airlines in terms of bad 
ba^age handling. They were now interested in putting their tech- 
nolo^ to work in public sector institutions. We used their failure 
avoidance technology to assess and correct the weaknesses that we 
found at the Authority. Interesting enough, the failure avoidance 
study told us that the No. 1 priority for us, no matter if we were 
good at everything else, if our maintenance people were not re- 
spectful and responsive to the residents, we would fail. 

So with that information, we moved forward with a customer 
service driven business plan. And with this redefined mission, we 
had a number of concurrent strategies. And to summarize, most 
importantly was the establishment, if you can believe this, of an 
automated management information system throughout the Au- 
thority, so that I could, from my office on my office computer, know 
what was happening throughout the Authority at every 1 of the al- 
most 12,000 units in the Authority. And we also implemented 
hand-held computers so that when that maintenance man went 
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into the apartment, he could input accurately all that was wrong 
with that apartment and put the information instantly into the 
system. Simple things like telling the workmen if you keep your 
tool kit together for 3 years, you will own it. Guess what, we 
stopped losing tools. 

And another very important thing for the residents was safety. 
Public housing has been preyed on like vultures by the criminal 
element. Public housing residents were begging for a safe environ- 
ment. You might know that 85 percent of people arrested in public 
housing nei^Dorhoods do not live there. The city of Cleveland re- 
cently did a look at, by address in the citv, who has a warrant^ut 
for their arrest. In all of the city of Cleveland, only 51 public hous- 
ing residents out of 11,200 families had a warrant. In our Section 
8 low-income population, 8,000 strong, only 139 had a warrant. So 
the idea that public housing is infested with criminal people living 
there is just absolutely not true. 

So we reorganized to be customer driven, we decentralized oper- 
ations and we addressed the security issue by increasing our secu- 
rity force from 14 in 1990 to 268 today. 

We have also instituted a very aggressive, award-winning archi- 
tectural master plan process where we are taking these deterio- 
rated, crime-infested, poorly designed, poorly built public housing 
buildings and turning them into defensible spaced villages. You 
have I think in front of you a picture that shows a before and after. 
You will see a hallway at the notorious “Dodge City” King Kennedy 
Estates where the gangster can run into one door and run out the 
back eluding police. And you can see a very drab, ugly bmlding. 
And if you look at the bottom, that is what our modernization ei- 
fort has turned that building into. We have eliminated all three 
story walk-ups, so that every single resident has their own front 

E orch, their own defensible space. It is their house, it is their vil- 
ige, they can defend it. 

Mr. SCHIFF [presiding]. Ms. Freeman, I have to ask if you could 
wrap up now. 

Ms. Freeman. Sure. 

Mr. ScHiFF. I want to emphasize to you and to all the witnesses 
that your entire written statement will be made a permanent part 
of this record. 

Ms. Freeman. Thank you. In closing, let me say that if we care — 
if this countiy cares at all about preventing dependence and a 
sharing and opportunity for disadvantaged individuals to become 
tax-paying, law-abiding citizens, I ask that you and your fellow 
Congress persons not m short-sis^ted in your reform work to make 
our government more efficient. We must work on making govern- 
ment programs more effective, but poorly thought out drastic budg- 
et cuts and the elimination of departments or programs that are 
currently unpopular may indeed not create an increase in the num- 
ber of law-shiding taxpayers. Indeed the long-term cost of prisons, 
orphanages, juvenile facilities and mental institutions will far sur- 
pass the cost of existing programs. Many of these programs, like 
any private home or business are long-term investments that must 
be kept over time, so that they can make a measurable difference 
in ffie lives of the less fortunate of this country. Thank you. 

[^e prepared statement of Ms. Freeman follows:] 
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Claire E. Freeman 
Chief Executive Officer 
Cuyahoga Metropolitan Houelng Authority 

Good raorning/afternoon. I'm Claire Freeman, and I've been the 
Chief Executive Officer (CEO) of the Cuyahoga Metropolitan Housing 
Authority (CMHA) in Cleveland, Ohio since 1990. Prior to my 
arrival here, I served as Assistant Secretary for Administration at 
the U.S. Department of Housing and Urban Development, and as Deputy 
Assistant Secretary for Civilian Personnel Policy at the U.S. 
Department of Defense. I 

As the CEO at CMHA, I manage a $100 million annual operating 
budget, a $301 million modernization budget and a workforce of 1500 
employees. After being operationally and financially troubled for 
over 15 years, CMHA received recognition in 1994 for the greatest 
rate of positive change in the nation. 

The U.S. Department of Housing and Urban Development (HUD) has 
created national standards for measuring the performance of housing 
authorities called the Public Housing Management Assessment Program 
(PHMAP) . A score of at least 60% is needed to be considered 
standard. For improving our PHMAP score from 53% in 1991 to 81% in 
1994, HUD presented CMHA with two awards: The Removal of Troubled 
Designation Award and the Greatest Improved Performance Award for 
very large public housing authorities (over 6,000 units). 

■> 

This dramatic recovery was built on the application of sound 
professional business practices to a deteriorating public agency. 
It was implemented by institutionalizing a holistic approach to 
addressing resident needs, and changing the orientation of the 
agency to customer service, where all employees of CMHA know that 
the residents of public housing are our customers! 

It might be a simple concept, but believe me it was a complex 
cask to implement. Before I give you the highlights of some of our 
innovative programs and techniques, let me briefly describe CMHA 
and the conditions that I inherited. 

The CMHA was founded in 1933 as the first public housing 
authority in the nation. It is a political subdivision of the 
State of Ohio whose purpose is to provide safe, decent and 
affordable housing for eligible low income households. CMHA owns 
and operates over 11,200 units of public housing, and administers 
certificates and vouchers for over 8,400 Section 8 units. HUD is 
the primary funding source and regulator for our housing programs . 

When I was appointed CMHA's Executive Director in 1990, the 
agency was extremely troubled in all aspects of housing operations. 
There was a dearth of leadership, low staff morale, poor financial 
management, poor routine and preventive maintenance, increasing 
criminal activity and an unclear mission. These factors 
contributed to high vacancies, low rent collections, a severely 
deteriorated housing stock, and overall poor service to residents. 


1 



120 


One of the first things we did to get our "house" in order was 
to conduct a strategic planning process based on a failure 
avoidance methodology to assess and correct the weaknesses at hand. 
Interestingly enough, the failure avoidance study told us that if 
we didn't improve our relationship with the residents, it wouldn't 
matter how well we did everything else. 

With our mission redefined, we then designed a multi-faceted 
business strategy, whose basic components were to be carried out 
concurrent ly . 

1. Administratively, we put operational systems into place; we 
installed an integrated management information system that 
facilitates coat reductions and resource redirection; we 
straightened out the bookkeeping in order to identify a cash 
reserve where everyone thought a deficit existed; and we 
established credibility by paying our bills on time. 

2. In terms of maintenance, we provided training programs, 
uniforms and tools to properly equip our staff; we 
decentralized operatioijs into eight regions and emphasized the 
customer approach as the heart of our mission; and we formed 
partnerships with our'* union employees to internalize the 
principles of Total Quality Management . 

3 . We addressed our security issues head on by increasing our 
security staff from 14 to 268, providing specialized training, 
and strengthening police leadership by hiring and promoting 
experts in community policing and administration; we also 
incorporated the components of defensible space into our 
modernization efforts. 

4. Although we continued and expanded our major construction 
efforts to reduce long-standing maintenance needs, we also 
focused attention on curb appeal projects; like fencing, 
landscaping, and renovating lobbies, which demonstrated 
visible and measurable results to our residents and the 
greater community. 

5. Perhaps our most unique actions, however, were those centered 
on resident empowerment, which provided them with increased 
opportunities for self -management, community service and 
economic self-sufficiency. We knew that our business was 
housing. We also knew that the Greater Cleveland community 
included many experts in the areas of health, life skills, 
family intervention, job skills and business opportunities. 
We began forming partnerships to address holistic issues, and 
we began experiencing remarkable successes. 


2 



121 


Let me tell you about one of our success stories that happens 
to demonstrate several aspects of our recovery strategy. 
Renaissance Village is a recently renovated part of our King 
Kennedy estate which had not so affectionately been referred to as 
"Dodge City" . The redesign of these three story buildings 
eliminated common stairwells and provided every unit with its own 
front door. Combined with fencing and landscaping improvements, 
Renaissance Village's defensible space design has all but 
eliminated crime, and recently received front page coverage by the 
Chicago Tribune as an example of public housing that works. 

But the other half of the story involves the residents of 
Renaissance Village, who met and bonded over their goals of 
maintaining a safe, decent home for their families. Out of their 
shared vision and a growing pride in their new homes, these 
residents wrote a covenant that calls for a sober, supportive 
lifestyle and the commitment to cooperative community living. This 
covenant is a key example of how residents lives and attitudes have 
been changed by participating in a process that is designed to 
empower them. 

And that's only the beginning of this story. Renaissance 
Village and CMHA's commitment to the Power of Partnerships resulted 
in winning the first HUD Urban Revitalization Demonstration Grant 
(HOPE VI) for $50 million in the country. It is being used to 
address physical, social, and economic ills in the Central area of 
Cleveland, and the involvement of the residents is at its very 
heart . 

This is but one example of CMHA's successful innovations. 
Another that I have to mention is our nationally recognized Miracle 
Village, a drug treatment program for mothers and their children 
located in the middle of one of our largest inner city estates . 
Our partnership with MetroHealth has enabled many families to 
turnaround their lives in such a dramatic way that it is beyond 
description. 

I could go on, but our time is limited, so I hope that I've 
conveyed some part of our vision for the transformation of public 
housing to you. Our holistic approach has been the key to our 
success and is based on the simple investment strategy that "you 
can pay me now, or you can pay me later." I have offered you some 
real examples in the value of making long term investments in not 
only the physical inventory of public housing, but also in the 
lives of the residents who live in public housing. 

When it concerns physical structures, the less money spent on 
preventive maintenance as the building ages, the more it will cost 
to renovate it later. And there is no difference on the human 
side, the less spent on training and education, the more it will 
cost society later in terms of crime and maintaining prisons or 
welfare systems. 
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In closing, if you care at all about preventing dependence and 
assuring an opportunity for disadvantaged individuals to become tax 
paying, law abiding citizens, I ask that you and your fellow 
Congressmen not be short sighted in your reform efforts to make our 
government more efficient. We need to work on making government 
programs more effective. Dramatic budget cuts and the elimination 
of departments or programs that are currently unpopular, or 
shifting responsibilities to unprepared state governments, will not 
increase the number of taxpayers. 

Indeed, the long term cost of prisons, orphanages, and mental 
institutions will far surpass the cost of existing programs. Many 
of these programs, like any private home or business, are long term 
investments that need to be kept up over time, so that they can 
make a measurable difference in the lives of lower income families. 
As in the 1940s, 1950s, and 1960s, poor families can get their feet 
on the ground by living in public housing, where the average stay 
is six years, and then move on to economic self-sufficiency and 
homeownership . Isn't that still the American dream? 

Thank you for allowing pe the opportunity of testifying before 
you today. 
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Mr. ScHiFF. Thank you, Ms. Freeman. 

Before recognizing the next witness, I would like to just toke a 
moment and say, to both the panelists and the audience, if you 
have never seen a congressional hearing before, the interchange of 
members might be a little bit disconcerting, because at various 
times members might need to be in the other room. And that is be- 
cause we have a m 3 nriad of things going on at any one time and 
we may have to be calling back to Washington and dealing with 
other issues, this being a business day there also. 

What I want to emphasize to everyone, however, is that the gen- 
tleman with the mask at the front of the stage here is not there 
to rob us, that is not why he is wearing the mask, he is recording 
every word that is being said and spoken here. And that, combined 
with all of the written statements, is put together into the perma- 
nent record of this hearing, and it is then made available at a cer- 
tain point to every Member of Congress. So I want to assure you 
that eveiything that is written and everything that is spoken ulti- 
mately gets to the entire Congress and everyone should feel con- 
fident that everything that they wish to present will reach the 
right place. 

With that, I would like to recognize the Honorable Daniel 
Whitmire, who is the Township Trustee of Austinburg Township, 
OH. 

Mr. Whitmire. Chairman Clinger, committee. Mayor Cassidy 
and Congressman LaTourette, I would like to especially thank you 
for having me here today to represent grassroots government. 

First of all, I believe that the Federal Government should be a 
partner to CTassroots government and not an obstacle. Good com- 
mon sense legislation will ensure that the government serves the 
people. 

Austinburg Township is a small rural township of 25 square 
miles with a population of approximately 2,300 people. We in town- 
ship government have three trustees, one clerk as elected officials, 
29 miles of road, two parks, one town hall, two zoning boards, an 
all-volunteer fire department of 29 people and we run that on 
$367,000 a year. 

In 1990, the Coffee Creek Industrial Park, which consists of 10 
5-acre parcels, sat mostly idle and undeveloped due to extremely 
poor communications and cooperation at the local level. The zoning 
was updated to meet and satisfy requirements in all areas, but 
after Coffee Creek Industrial Park lost a potential sale due to inad- 
equate infrastructure, the trustees determined that a plan for in- 
frastructure development should be the next step. 

At this point, the Austinburg Township elected officials began to 
communicate with local and State officials to look for grants, 
matching funds and loans. Thanks to community development 
block grant funds money. Coffee Creek Industrial Park now has a 
wastewater treatment plant, a new water tower and seven indus- 
trial operations that have saved or created approximately 300 jobs. 
CDBG funds have also assisted the development of a new drive in 
the commercial district at the 1-90 interchange that will accommo- 
date six new businesses. CDBG money also made it possible for us 
to install a wheelchair lift in the Austinburg Town Hall in order 
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to comply with the Americans with Disabilities Act. The $23,000 
price tag would have been beyond our means to fund otherwise. 

County Commissioner Duane Feher maintains that CDBG funds 
are one of the few Federal CTant programs that encourage a true 
inter-govemmental partnership amongst Federal, State and local 
governments. 

We have been working for 3 years on a tenfold expansion of the 
wastewater treatment plant that is a critical part of the progress. 
Now is when the Federal Government agencies can be part of the 
solution. The EPA and the Army Corps of Engineers should assist 
local communities in the permitting process. Our experience with 
these agencies is that they are quick to tell us what we cannot do, 
but offer no assistance in working toward the solutions. 

There has been a lot of attention given to imfunded mandates. 
Often well-intentioned ideas that emerge from the Federal Govern- 
ment are significantly lacking in common sense. For example, I am 
the father of a daughter born with spina bifida, I am sensitive to 
access issues. However, it makes no sense to me that the Federal 
Government demands wheelchair ramp curb cuts on a six-lane 
highway where no physically able person would consider crossing 
the street. In another re^latory snarl, we in Ashtabula County re- 
cently learned that Head Start and the Ashtabula Transportation 
System will not be able to pursue the common sense course of com- 
bining transit programs in order to offset the effects of Federal cuts 
to both programs. Head Start has been mandated at the Federal 
level to start its own transportation system despite willingness at 
the local level to consolidate transportation resources. 

As a working person, I certainly believe that all American work- 
ers deserve a safe working environment. However, OSHA regula- 
tions now permit one disgruntled or lazy employee to shut down an 
entire work area with a simple question about material safety data 
sheets. And furthermore, no grassroots official such as myself could 
possibly wade through the legalese contained in the pounds of pa- 
perwork comprising the OSHA regulations. In both my private and 
public sector work, I support common sense OSHA reform as con- 
tained in Congressmem Ballenger’s H.R. 1834. 

As an employee of the Cleveland Electric Illuminating Co., I see 
firsthand the damage done when government competes with the 
private sector. For example, the Federal Government’s failure to fi- 
nalize the Rural Electrification Act of 1935 has resulted in contin- 
ued subsidization of municipal and cooperative electric utilities, 
utilities that hold their annual conventions in such rural places as 
Las Vegas and Orlando, FL. This unlevel playing field results in 
bidding wars that reduce tax revenues to our schools and to our 
governments. I know from experience that my constituents would 
be better served if all utilities lived by the same laws. And I was 
very disappointed on Wednesd^ that the amendment, the Klug 
amendment, was not passed by Congress. 

As an elected official from a rural county, I am also concerned 
with the benefit from the much-heralded Information Super- 
highway. The FCC and the State PUCs must work hand-in-hand 
to ensure that regulation does not stifle development. 

One other point I would show in closing is the major concern of 
grassroots elected officials is to find ways to reinvest revenues in 
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local communities. CDBG funds and many other Federal programs 
that truly benefit local communities are facing cuts, yet the Federal 
Government supports white collar crime as exemplified in the $550 
billion in the S&L bailout. 

As a local elected official at the grassroots level, I value commu- 
nication, coordination and cooperation. Please meet with us in a 
genuine effort to communicate both ways, coordinate programs for 
maximum efficiency and cooperate with those who are working 
daily at the level that most intimately affects people’s lives. If we 
do this together, we put an end to the Federal Government’s day 
dreams that become local government’s nightmares. 

'Thank you. [Applause.] 

[The prepared statement of Mr. Whitmire follows:] 



DANIEL E. HHITNIRE 
1455 Hidden Henlock 
Austinburq, OH 44010 
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U.S. HOUSE OF REPRESENTATIVES 
Confttee on Govemwnt Refora and Oversight 
Testlaonv of July 14, 199S 

As a local elected official, I believe that the federal governaent 
should be a partner to grassroots governaent in Its efforts in econoaic 
development, infrastructure expansion, public safety and planning, not an 
adversarial obstacle. It is av hope that the experiences I and the other 
witnesses bring to this conaittee will serve as models in a genuine effort to 
aove the federal governaent towards good coanonsense legislation. We aust 
never forget that governaent does not exist for the elected officials, the 
appointed officials, and the bureaucrats; it belongs to the people. 

Austinburg Township is a snail rural township. 25 square wiles, with a 
population of approxiaately 2,300 (1990 census, 1,902). In 1990, Austinburg 
was sitting in a hub of Ashtabula County with aajor intersections at 
Interstate 90 and State Route 45, and State Route 45 and State Route 307. It 
has the only United Parcel Service building between Cleveland and Erie, Pa. 
Just south of the UPS location is Coffee Creek Industrial Park, which consists 
of ten five-acre parcels. Most of this sat idle and undeveloped due to 
extremely poor conaunication and cooperation at the local level. A zoning and 
local plan update was needed to develop the area. 

First, the zoning was updated to meet and satisfy requireaents in all 
areas, which Included the creation of an Industrial/Office Park District and 
the creation of an Accoaaodation Coaaercial District for highway interchange 
business. After Coffee Creek Industrial Park lost a potential sale due to 
inadequate infrastructure, the Trustees determined that a plan for 
infrastructure developeant should be the next step. 
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At this point the Austinburg Tomship elected officials began to 
coMunlcate with the County CoMlssloners, Econealc Developaant Office, and 
state officials to look for funding In the foni of grants. Matching funds and 
leans. Coffee Creek Industrial Park, built with federal grant Money, sat Idle 
for five years but now has a new water tower, a wastewater treatMent plant, 
and seven Industrial operations that have saved or created approxiMately 300 
Jobs. With the help of Conaunlty Oevelopwent Block Grant (COBG) funds, we 
have been able to assist the developewnt of a new drive In the cooMerclal 
district at the 1-90 Interchange that will accoaaodate a new Motel, fast food 
restaurants, office buildings, and four additional businesses. COBG Money 
also wade It possible for us to Install a wheelchair lift In the Austinburg 
Town Hall In order to coaply with the AMerIcans with Disabilities Act (ADA); 
the SZ3,000 price tag would have bean beyond our Means to fund otherwise. 

The Ohio OepartMent of OevelopMent's Office of Housing and Coanunity 
Partnerships adMinIsters the HUO/CDBG funds. In 1995 approxlaately S87.1 
Million will be available to local govemMents with $58.6 Million allocated to 
the COBG progran and $27.0 Million allocated for the Houslng/Hoae Prograa. 

In Ashtabula County, COBG funds have been creatively utilized to 
stiMulate coMHinlty and acononic dovelopMent through partnership between the 
County CoBilssloners and other local officials. In fact during the past few 
years the the use of these funds with other local econowlc davelopwent tools 
since 1989 has stiMulated over $500 Million of private sector Investaent In 
Ashtabula County, and has significantly contributed to reducing the county's 
uneeployMent rate to Its lowest level since 1978. (See attached 'COBG Prograo 
Allocations 1995”) 
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County Conissioner Duane Feher, Vice-Chairaan of the Ohio County 
CoMlsaioners Association Planning and Econoaic Developwnt Steering 
Coanittee, aaintains that COBS funds are one of the few federal grant programs 
that encourages a true intergovemmental partnership amongst federal, state, 
and local governments to address a number of cownity and economic 
developwnt Issues including both housing and employment opportunities. 

He have been able to enhance public safety by validating the necessity 
for high ust lighting at the 1-90 interchange. This was installed by the 
State of Ohio in 1995 after a three year letter writing campaign. Without the 
assistance of the Ashtabula County Cowissioners, State Representative Ross 
Boggs, State Senator Robert Boggs and the Lieutenant Covernor of Ohio, now 
Senator Nike OeWine, this would not have been possible. 

Austinburg Township may be small, but its part-tiw local elected 
officials and volunteer boards burn the midnight oil to procure revenues, 
educate constituents, and listen to their inediate concerns. We strive to do 
it right the first tiw. 

With an annual budget of S367,000 we have to run a tight, smooth, 
efficient operation. We have only two full-time road workers. They are 
assisted by the elected officials, who have acquired Cowercial Driver's 
Licenses, in plowing snow, cleaning ditches, chipping and sealing roads, and 
paving roads. Our Zoning Department is staffed by a part-time Zoning 
Inspector at a salary of $175 per month, and a part time assistant paid on an 
hourly basis. The five meabers of the Zoning Commission and the five members 
of the Zoning Board of AppMis serve entirely without compensation. The five 
member Park Board is also volunteer. And the 29 person Austinburg Fire 
Departwnt is also completely volunteer labor. 


3 



129 


Presently we are working on the expansion of the wastewater treataent 
plant that will take It froa a 30,000 gallon capacity to a 300,000 gallon 
capacity. This Is critical for progress, and we have worked for three and a 
half years on this expansion. Now Is when the federal governaent agencies can 
be part of the solution. The Environaental Protection Agency (EPA) and the 
Army Corps of Engineers should be there to assist local coaaunltles In the 
peraitting process, not set up serious road blocks. Our experience with these 
agencies Is that they are quick to tell us what we cannot do, but offer no 
assistance In working towards solutions. 

Thera has been a lot of attention given nationwide to 'unfunded 
aandates.' These are the often well-intentioned Ideas that eaerge froa the 
federal governaent significantly lacking In coeaon sense. For exanple, as the 
father of a daughter born with spina bifida, I an sensitive to access Issues. 
However, It Bikes no sense to as when the federal governaent deaands 
wheelchair rang curb cuts on six lane highways where no physically able person 
would consider crossing the street. In another regulatory snarl, we In 
Ashtabula County recently learned that Head Start and the Ashtabula County 
Transportation Systea will not be able to pursue the caaaonsanse course of 
coablnlng transit prograas In order to offset the effects of federal cuts to 
both prograas. Head Start has been aandated at the federal level to start Its 
own transportation systea, despite willingness at the local level to 
consolidate transportation resources. (See attached 'Transit cuts aiy take 
toll within county'). 

Another axaaple Involves the Occupational Health and Safety 
Adalnistratlon regulations. As a working person, I certainly believe that all 
Aaerican workers deserve a safe working envlronaent. However, one disgruntled 
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or lazy aaployee should not bo able to shut down an entire work area with a 
slaple question about the Material Safety Data Sheet. And furthennore, no 
grassroots official could possibly wade through the legalese contained In the 
pounds of paper conprising the OSHA regulations. In both vy private and 
public sector work, I support cownonsense OSHA refone as contained In 
Congressaan Ballanger's HR 1834. (See attached *0SHA Refer* Legislation') 

As an elected official I MSt be concerned with Infrastructure 
devalopaent. As an aaployee of the Cleveland Electric Illualnatlng Coapany I 
see first hand the daiage done when govemaent coapetes with the private 
sector. For exaaple, the federal govamaent's failure to finalize the Rural 
Electrification Act of 1935 has resulted in continued subsldation In aunlclpal 
and cooperative electric utilities, utilities that hold their annual 
conventions In such rural locations as Las Vegas and Orlando. Mhen the 
federal govemaent coapetas with the private sector In this way. It reduces 
tax revenues to the local schools and local govemaents. This unlevel playing 
field results In bidding wars that ultlaately divide and hara the coaaunlty, 
and Is not confined only to the electric utilities. I know froa experience 
that ay constituents would be better served If all utilities lived by the saae 
laws. 

As an elected official froa a rural county, I aa also concerned that we 
benefit froa the auch-heralded Inforaatlon Superhighway. The Federal 
Coaaunlcations Coealsslon (FCC) and the state Public Utilities Coaalsslons 
(PUC) aust work hand In hand to ensure that regulation does not stifle 
developaent. Currently, although we have state of the art technology, archaic 
regulation aeans that it Is long distance for ae to call soae of ay 
constituents In tqr own coNainIty. 
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One of the Mjor concerns of grassroots elected officials is to find 
Mys to reinvest revenues in the local rcwainities. CDBG funds and aany other 
federal prograns that truly benefit our local comunities are facing cuts, yet 
the federal governaent supports uhite collar cries as exe«p11f1ed by the $SS0 
billion dollar S & L Bailout and creation of the Resolution Trust Corporation 
(RTC). This Is another federal prograe with no finality and no penalties for 
those responsible. At the local level, when a court clerk diverts fines to 
her own account, she is convicted, punished, and Bust return the eoney. If 
the federal governeent would enforce penalties against these criiinals. there 
would be wore annoy available to do the work of building a strong Aeerica. 

This state's Ohio Public Works program is a good axaeple of state 
dollars returning to local jurisdictions to leverage local monies, resulting 
in infrastructure Investment that enhances economic development and public 
safety. This program, unique in the country, could be a model for future 
federal programs that would result in positive statements about the federal 
government and its officials. 

As a local elected official at the grassroots level, I value 
ccmnunication, coordination, and cooperation. Please, meet us with a genuine 
effort to coaminicate both ways, coordinate programs for maximum efficiency, 
and cooperate with those who are working daily at the level that most 
intimately affects peoples' lives. If we do this together, we might put an 
end to federal government daydreams that became local government nightmares. 
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Bxecutive Svaoary 
Page niaa 

VI . Aikdiiiat:rBtJ.aa Plaa 

Port I:. PiBcal Taar 19S5 P xugi— AUooBtlcn 
A. MB vommM KM^amrnm 

ItiB following progran aiiooaeiooB for py*95 are beaad on a $58 « 607 
lawel aa«\a 9 tioa fxon HOD (a 2% increase over the FI' 94 funding) : 

Scace Prograa Aiteiniatratian (2% all ow e d and 
matched, plus $100,000 not nat^Md) 

State Tecbnioal Aaaistanee (18 allo w e d ) 

Comnunicy Bousing laproveaent Program (CBZP) 

Baergeney Shelter Grant Program 

Formula Allocation P r og ra m 

Water and Sanitary Sewar Compatltlve Program 
Bconomic Developmant Program 
CDBG Oiacrationazy Piaid 

Miorosaterpriae Buainaaa Develepmaat Program 
lawinant TTireat Sat -Aside Fund 
Downtown Savitalisation coi^etitiva Program 
New Borisona/pair Housing Assistanea Program 
Training and Technical Assiatanoe P^ragram 

Totals 


is a aet-aaida of the state's l% allowance for tecimi pel aaaistanee, 
$584,070, 

B. tfm pwffliii mmfnrm 

state program A^iniatretien (10% allowed) 

(appromiamtely 40% distributed to state 
recipients and other local grantees) 

Cenaunity Housing Xaprovemant Program (CHIP) 

Han-Profit Housing Devalopownt P ro g ra m 

Coanunity Housing Davelopmant Organisation (CHDO) 

CooCMCitive Operating Grant Program 


Total 


,000 funding 

$ 1,273,140 
284,070 
11,798,790 

500.000 
23,000,000 

8.700.000 

9.150.000 

700.000 

300.000 
300,000 

2.300.000 


$ UULiUA* 

$58,407,000 
which totals 

$3,412,200 

10.850.000 

10.350.000 

9 509.800 

$24,122,000 
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Bwcutiv* SuMHury 
p»g« Tmn 


C. gim/m OMP ^iMSGi VaCO K ^ MJ.or*^ny» 

State Progren fcrtnl ni etretioo (S% allowed) 

Bnergeney Shelter Orent Pomula Prograa 
BBergeney Shelter Great Goopetitive Pregraa 
Disereticoexy Puad/Heneless Preveatioa 
S up p o rtive for the Boneless (SHH) 

Total 


S 154,050 
1,799,000 
550,000 
150,950 
* 427.000 

$3,0S1,000 


0. mwmimi awoBmnms f or wmbp PTB KM MB UM- 


state Progren Adaiaistratioo (10% allowed) (appxoocinately 
70% distributed to local grantees} 

Housing O pport unities for Persons with AIDS (MOPlOl) 

Training and Technical Assistance Grant Progren 


Total 


$ 140,000 

1,1S5,000 

« iLjm 

$1,400,000 


I. — — *«— «»- -—.1— 

Ttis toul Alloeatioa tor this pxogrtm olll b* daeaniaad in tUa Scat* Fiaeal Taar 

laac kMdfBt. 
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Mr. Clinger. Thank you, Trustee Whitmire. And I want to say 
again, as I did to the previous panelists that if you did not express 
all of the words in your written statement, your written statement 
will be, in its total form, a permanent part of this record. 

I would like to now recognize the Honorable Robert A. Gardner, 
who is a county commissioner from Lake County, OH. Commis- 
sioner Gardner. 

Mr. Gardner. Thank you, chairman and thank you. Congress- 
man LaTourette, for the opportunity to speak today. 

If you take one iota of something that we have done in Lake 
County to make Federal Government work better, we are certainly 
in favor of it. 

Lake Coimty has a population in excess of 215,000 and is gov- 
erned by a three member Board of Commissioners. The coimty is 
responsible for the justice administration, road and bridge mainte- 
nance, health care, sanitation, public works, social services, water 
distribution, wastewater treatment and solid waste disposal. The 
county commissioners are responsible for the management of fi- 
nances, facilities and personnel. Approximately 1,620 full time and 
458 part time employees work for Lake County. 

Commencing in 1989, the Lake Coimty Board of Commissioners 
implemented cost savings and efficiency enhancement measures 
that have downsized government and improved services. The meas- 
ures include: competitive bid process, consultants for specialized 
projects, computerization and improved technology, central pur- 
chasing, revenue raising projects, county/private business partner- 
ships, county/local government partnerships and privatization of 
public services. 

I will try to talk to most of those. 

The competitive bid process for the purchase of equipment, sup- 
plies and services has saved Lake County millions of dollars. Using 
competitive bids to purchase liability and auto insurance alone 
saved the county $3.3 million between 1989 and 1994. The average 
annual cost for that insurance prior to 1989 was $1.3 million. By 
taking bids and negotiating with carriers, the average annual cost 
from 1989 throi^h 1994 was $721,000. 

Hiring of individual consultants with special expertise in lieu of 
large firms or additional employees to assist in specialized projects 
has saved Lake County thousands of dollars. For example, the 
county hired a retired consultant with years of hands-on construc- 
tion experience to oversee and manage public improvement 
projects. His experience resulted in suggestions on how the work 
could be done more efficiently. Change orders were not routinely 
approved. Instead they were scrutinized as to necessity and alter- 
natives. 

Large firms have little incentives to keep the cost of change or- 
ders down because the percentage of their basic total cost is based 
on the total construction cost. However, a consultant who works di- 
rectly for the county on an hourly basis has an incentive to closely 
examine the change orders. 

Computerization and improved technology have resulted in 
smaller but more efficient government. In 1985, the Lake County 
Data Center had a single computer installation and 20 employees. 
Today the Data Center nas four computer installations, a local area 
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network, a digital equipment mini-computer system, but only 10 
employees. Operation expenses decreased from $657,000 a year to 
$286,000 in 1994. 

Much of the computer hardware is leased as a result of rapid 
changes in technology that makes systems obsolete within a short 
period of time. Lease upgrades allow the county to stay current 
with computer technology. 

The county telecommunications network not only provides state- 
of-the-art communication in the event of an accident at the Perry 
Nuclear Power Plant, but it also reduces the annual cost for tele- 
phone service by an estimated $200,000 a year by using digital 
microwave systems to eliminate long distance telephone boundaries 
within the county, so that all parts of the county can call one an- 
other from the county offices without paying long distance rates. 

A mobile data terminal system allows police officers to check li- 
cense plate registrations, receive criminal information printouts 
and receive photographs in police cars without the assistance of a 
dispatcher. A video arraignment system utilizing a local cable com- 
pany saves $135,000 in equipment costs and $450 a month on tele- 

E hone line charges by reducing the need to transport prisoners 
ack and forth to the jail. 

Central purchasing. By centralizing and bulk purchasing sup- 
plies, Lake County has experienced a 38 percent cost savings. Du- 
plication of buyers in every department has been eliminated; dupli- 
cation of accounting staff and filing has been eliminated; duplica- 
tion of preparing requisitions has been eliminated; duplication of 
preparing purchase orders has been eliminated; duplication of pre- 
paring multiple checks has been eliminated; and the duplication of 
delivery receipts, exchanges and returns has been eliminated, thus 
saving the taxpayers a tremendous amount of money. 

Revenue raising projects — Lake County has been innovative and 
creative in finding ways to raise revenues to offset the cost of gov- 
ernment operations. The Lake County jail houses Federal and out- 
of-county prisoners for a fee that has generated $10.5 million into 
the general fund in 1991. In 1994, the public telephone system in 
the jail generated moneys for the phone company, but limited prof- 
its for the county. A new system initiated this year will generate 
over $2 million for the county over the next 4 years. 

County/private partnerships — we have entered into with GTE 
Mobilenet and we have shared resources for the past 3 years, 
thereby eliminating the need for additional radio towers and elimi- 
nating the need to purchase land for new towers. By sharing the 
same towers, the coimty has saved approximately half a million 
dollars. 

Individuals and private businesses contributed approximately 
$25,000 toward building a police substation in Painesville Town- 
ship. Substantial labor was provided for the project by students 
from Auburn Career Center. Volunteers from the same school re- 
furbished the Sheriffs Department SWAT van at no cost. So we are 
always looking for ways to cut costs. 

The Sheriffs Department and other municipal police agencies in 
the county benefit from cooperative partnership with the Lake Hos- 
pital system. 
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Vepr briefly, I would like to thank the committee — ^the rest of 
this is in the transcript. For the past 6 years, the Lake County 
Board of Commissioners has sought ways to reduce the government 
costs, cut the size of government and improve the efficient provi- 
sion of government service. Working with the private sector, shar- 
ing resources, avoiding duplication of services and improving tech- 
nology has enabled Lake County to achieve these goals. Creative 
and innovative measures are continuously being sought for the rap- 
idly changing needs of the public. 

Thank you once again. [Applause.] 

[The prepared statement of Mr. Gardner follows:] 
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TESTIMONY OF LAKE COUNTY COMMISSIONER ROBERT A. GARDNER 
BEFORE THE HOUSE COMMITTEE ON GOVERNMENT REFORM AND OVERSIGHT 
ON JULY 14, 1995. IN CLEVELAND. OHIO 

Lake County, Ohb, has a papulation in excess of 215,000 and Is governed by a 
ttve&nwmber Board of Convnissiarers. The County Is responsUe for general govenmenL 
justice adnunlstralian, road and bridge mairtanance, healthcare, sanitation, public welfare, 
social services, water distribution, waste watartreatrnent and solid waste disposal. County 
Commissioners are responsUe for the rnanagernent of finances, facilities and personnel. 
Approodmately 1,620 fufi4ime and 458 part-time employees work for Lake County. 

Commencing in 1989, the Lake Couity Board of Commissioners implemented cost 
savings and eflaeneyer ha noetnBrtrnaasii es t h at have doragfaed government and improved 
services. The measures include: 

1. Competitive bid process; 

2. ConsuKartfs tor s p eria l b e d projocts; 

3. Computerization and improved technology; 

4. Central purchasing: 

5. Revenue raising projects; 

6. Caurty-prtvate business pa r tners h ip s ; 

7. Coun^-local government partnerships; and, 

8. Privatization of public services. 

COMPETmVE BID PROCESS 

The competitive bid process tor the purchase of equipmern, supplies and services 
has saved Lake County mKons of doliars. Using competitive bids to purchase tabH^, 
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property and auto insurance alone saved the County 3 J Iranian dolars between 1969 and 
1994. The average annual cost for that irsurance prior to 19B9 was U mPlion donars. 
By taking bids and negotiating with carriers, the average annual cost from 1989 through 
1994 was $721,000. 


CONSULTANTS FOR SPECIAL 




Hiring individual consuttants with special expertise in ieu of large firms or addWonal 
employees to assist in spedalaed projects has saved Lake Courty thousands of dollars. 
For example, the County hired a retired consultant with years of hands-on construction 


experience to oversee and manage public I mprovement projects. His er^terience resulted 
m suggestions as to how work could be done dfitarentiy to avoid cosUy change orders. 
Change orders were not routinely approved. Instead they were scnjinzed as to necessity 
arxJ altematives. 

Large frms have little 'ncenlive to keep the cost of change order s down as fees 
are based on a percentage of the total construdian costs. However, a consultant who 
woilcs directly for the County on an hourly basis has the incentive to doseiy examine the 
change orders and protect the tinarxoal interests of the County. 


COMPUTERIZATION AND IMPROVED TECHNCXjCXSY 
Computerization and nsJrovedtBchrtology have resulted In sma le r but more efficient 
government In 1985, the Lake County Date Center had a single computer installation and 
ZOempiayees. Today the Date Center has 4 computer instaflations, a local area network, 
a digital equipment minicomputer system but only 10 employees. Operation expenses 

decreased from $857,000 in 1988 to $286,000 in 1994. 


2 




139 


In adifltian to traditanai (to pnxxssiig. Ihe Data Cenler has became an intannalion 
and resource center. Data is at the disposal of all County departments. In 1990, of 37 
County departments, 4 vmre fuly automated, 25 were partially automated and 8 were not 
automated at al. In 1995, only 1 department is not automated and all others are either 
fuly automated or 85% to 95% automated. 

When permitted, fees are charged forsento and in 1994 revenues totaled $253,000. 
Irvhouse employees set up standards far eqt i pmer t aid software rd her than paying outside 
consultants for that senace. A unilbrm system of equipmertt and programs results in less 
cost In training and upgrades. Much of the computer hardware is leased as a result of 
rapid changes in technology that make systems obsolate within a short permd of time. 
Lease upgrades alcwir the C(xjn^ to stay current with an up to date astern. 

CcirpUteriatkythasimptaMedeiciericyinpttMdngaeivicBtolhepUjic. PoreKample, 
the Treasurer prewiousiy ma intained real property tax dupicates In bound ledgers. They 
were printed by the Data Center and maintained manualy. Foment records for over 90,000 
pomels of proper^ were handwrtttarL VWh oompilerizailorr, the (in*a l es am now ma to lned 
or>4ft)e. Payments are posted and avalable the next day. As a result, poetical subdMsions 
promptly receive their share of the tax revenue. 

Rnancial accounts are rxiw maintained on Ine. Purchase cxders and checks are 
processed dady. AocountbaianoesareavalBbieataltimes. Ffesearchcapabilityeiniinates 
the need tar multiple hard copy books and upcto services. 

The SherlTs Daportment has a computerized jal managemert system toch provides 
video imaging, video documentation, bar code reading, and video photography for over 
50 work stations at a savings of hundreds of thousands of doltars. Technology pennits 
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the oomputer aided cSspatch services to oper a te softeore at 24 times the speed of the 
old astern and saves the Ccuify OMer $4,000 a morth in operation and maintenance costs. 

The Counfy Telecommunications ne&Moifc not only provides state of the art 
communicsiions in the event of an accident at the Perry Power Plant, it also reduces the 
annual cost for telephone services by an estim a ied $200,000 by using digital rracrawave 
systems to eliminate long (istanoetel e phonebourxtaiies within ihe County. Thetetephone 
network allows County offices to make toMreecaRsaryvrhere in Lake, Cuyahoga and parts 
of Geauga counties. 

A trwble data temwial system alowspcIoeoWeeis to tfteckIceneepMBtecystitelorB, 
receive criminal information, print reports and receive photographs in a pofice car without 
the a ssis tance of adispalcher. A video a rraignment system uffiteingalocal cable company 
saves $135,000 in equipment costs and $4S0 a month on tetephone Ine charges by reducing 
the need to transport pri s oners to their arraignment The Comfy has a state of the art 
radk) system, alpha-numeric paging system and an emergen^ oper a tion s center that 
combines all avalable technology and provides benetldal nesponse services to local 
oommunilies. 


CENTBAL PURCHASING 

By ceiraraizing and bute purchasing supples. Lake Comfy has eoqierienced a 38% 
costsavings. Oupkalian of buyers hi ermry department has been elminated;dupicalion 
of a ccounti n g staff and Mng has been elminatedidupllca li on In preparing requisittons has 
been eliminated-, dupication hi preparing purchase orders has been ebnlnated; dupicalion 
in preparing multiple checks has been eiminated; and, dupication of delvery receipts, 
eicc ha nges and returns, has been almhi a ted. 
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Standardized mainte nance contracts lead to kMver prices and eliminate over 100 
indMdualirMoioes for office equipment Stand a r diz ed boier plate bid document s tbrfumi&jre 
and equipment purchases reduce the cost of consultant fae s . Copy machines, fax machines, 
computers, furniture and equipment are not traded in but are recycled to other departments 
with low usage to extend the equipmere lie. 

REVENUE RAISING PROJECTS 

Lake County has been innovative and oealNe in finding ways to raise revenue to 
offset the cost of government operabotts. The Lake County Jail houses federal and out 
of county prisoners tor a fee that has generated 10.5 mUon dollars for the General Fund 
since 1991. lni994,thapublictelephone5ysteminthejaageneratedmaniesforlhephone 
company but imted profits for the County. A new system Initiated this year wffi gener a t e 
over 2 million dollars for the County over the next 4 years. 

COUNTY-PRIVATC BUSINESS PAHTNBtSHIP 

Lake County and GTE Mobilnet have shared resources the past 3 years thereby 
eliminating the need for additional radio towers and eliminating the need to purchase land 
fornewtovmrs. By sharing the same towers, the Coun^ has saved a pprcwmately $500,000. 

IndNiduals and private businesses conbibuled approDdrriateiy fo*«ard buldfog 

a police substation in Palnesvle Township. Substantial labor was provided for the project 
by students and staff from Auburn Career Center. Volunteers from this same school 
refurbished the Sheriff's Department SWAT van at no cost other than for materials. 

The Sheriff’s Department and other municipal police agencies in the Crxjnty benefit 
from a c ooper a tive partnership with the Lake Hospital System. The hospital offers a 50% 
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coarecUaicnfcr prisoner care lor potceagendes. 1>ie Sheriffs Departmen t was pemated 
to privatize the health care of a criticaly wounded felon in 1994 which saved taxpayers 
tens of thousands of dolars. 

CQUWTY-IjCXIAL GQVERNMBfT PARTNERSHIP 

By woridng with the Lake County AOAMHS Boenl (Aicohd, Dnjg Addctkyi and Ment^ 
Services), the Sheriffs Department has an in4KXJse drug and alcohol program in the jail 
which Is the only such program In the State. This program has produced a higher recovery 
rate both state-Mde and natioroHy than any other program. 

The Sheriffs Departmen t con s olidated services through co oper a tive progra ms with 
other local governments. The Sheriffs Department has been the central dbpatch agency 
for 15 police arxl fire agencies since 19B7. This has reduced the du plic at fon of services 
and costs and has streamined operations. 

The County, Laketran and local police and fee agencies share an 800 MHZ radio 
system that brings mobile data terminals to those agencies. Critical inform a tion for police 
and fire personnel assists them In i^iprehending criminals and enforcing the law. 

PRIVATIZATION OF PUBLIC SERVICES 

The Sheriffs De p a r tment has privatized Its prisoner trans p or t program. Thecontract 
saves the cost of at least one poice officer. It has also saved apprcsrimately $40,000 a 
year in travel expenses for ext ra di tions from across the country. 

The Lake Coirty Utitees Dapartmert operatad a municipal Sold Waste FacNy which 
acceptedapprQ)dmately2Z0,000tDnscrsoijd waste in 1994. The Coun^ evaluated the 
cost effectiveness of retaining a private contractor to manage and operate the Solid waste 


6 




143 


Facility. The evaluation deteirnined that a significant cost sawings could be realized from 
privatization. 

By us^ a pnote cortrador, the Con^ wl reeize an annual opefdians cost reduction 
of $293,575. m addition, increased efficiency wffi save airspace at an additional annual 
savings of $636,181. Thus, the total annual savings for privatization of the County Solid 
Waste Facility will be $931,766. This system has just been Im p lemented by Lake Coun^. 

CQNCLUaON 

For the past six years, the Lake County Board of Commissioners has sought ways 
to reduce the cost of government cut the size of government and improve the efficient 
provision of government services. Wortdngwilhihe private sector, shaikig resources, avoidrig 
duplicate services arxl improving technology has allowed Lake County to achieve these 
goals. Creative and innovative measures are conUnuousiy being studied to meetihe rapidly 
changing needs of the public. 
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Mr. Clinger. Thank you. Commissioner Gardner. I want to say, 
as I did previously, your entire written statement in its total form 
will be made a permanent part of this record. 

Mr. Gardner. Thank you. 

Mr. Clinger. Any questions of our panelists? The gentleman 
from California. 

Mr. Horn. Thank you, Mr. Chairman. 

Only one of you really mentioned the progprams that had not been 
facilitative and that was Mr. Whitmire. And that is very helpful to 
us. What I would like to ask you is if you had just one choice of 
the Federal programs with which you deal, which one would you 
either reform or get rid of? I would like to start right down the line 
with Mr. Conrad. Just name it — which one should not be arovuid. 
Mr. Conrad. Fortunately I do not deal with Federal programs. 
Mr. Horn. OK, we will skip you. Dr. Rasey. 

Dr. Rasey. I find this very hard. 

Mr. Horn. Well, so do we. 

Dr. Rasey. I would look perhaps on the back side. I think we do 
need to look at the cost-effective terms, non-substitutive terms. I 
will give an example, and this is my personal statement, not my 
representing the Growth Association. The second home deduction. 
Mr. Horn. OK, you are saying we should not give that in taxes. 
Dr. Rasey. That is correct. 

Mr. Horn. I think a lot of us agree with you and I think we will 
take care of that. 

Ms. Freeman. 

Ms. Freeman. If we had our druthers, we would never have to 

E ut working poor people, raise their rents to such a level that they 
ave to move out of public housing before they are ready. The 
Brooke amendment passed in the 1970’s requires that public hous- 
ing residents pay 30 percent of their income for housing. That is 
whether or not they are in a one-bedroom apartment, an efficiency 
or a five-bedroom apartment. When we hire a resident and get 
them a good paying job or if we get them a job or training else- 
where, their rents ^oot up automatically to 30 percent of their in- 
come. So they oftentimes are at the end of the month with less dis- 
cretionary income than the person who is sitting around on wel- 
fare. 

The other negative impact of that is that they could go — ^they 
have to pay more, $600 or $700 a month for their two-bedroom 
apartment where the neighborhood rent is maybe $350. So we lose 
working role models in public housing and if I could pick any one 
regulation or law that has negatively impacted public housing, it 
would be that. 

Mr. Horn. I think both your local Congressman and all of us 
would appreciate any elaboration you want to give on that. We 
have got a chance to do something about some of these things, be- 
cause appropriations bills are coming before us that relate to those 
matters. And that is where we need your guidance. It is amazing. 
As you know, if we can get help from grassroots operators of this 
who see the errors, it will help. 

Now Mr. Whitmire, you were the one who had the guts to say 
a few people are not as cooperative as they should be. [Laughter.] 
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You mentioned the Army Corps of Engineers who is usually coop- 
erative, but I know some situations where they have not. You men- 
tioned EPA. That is high on many people’s list and then OSH^ 
that is high on many people’s list. Anybody else you want to add: 

Mr. Whitmire. I would say that probably the most important 
thing in cost reduction today would be OSHA, but veiy near and 
dear to my heart is the white collar crime where someone with the 
poison pen, such as the S&L bailouts, the contractors, the doctors, 
the people that know how to get through the legalese and the pa- 
perwork are able to take our tax dollars — I believe there was an 
article just in the paper. We had a dentist here in Cleveland that 
was able to get a few million dollars through Medicare/Medicaid 
forms and things like that. I do not know, I may be better off facing 
someone with a ^n and be able to talk them out of it — I cannot 
stop them with that poison pen. So I think the white collar crime 
would be first and OSHA would be second. 

Mr. Horn. Well, you will be glad to know I met with several In- 
spectors General yesterday, including HHS, and they recouped mil- 
lions last year just going after the white collar crime of doctors, 
lawyers conspiring to rob Medicare, this kind of thing, and Medic- 
aid. 

Mr. Gardner. 

Mr. Gardner. One thing I think there needs to be some reform 
with the ADA — ^very, very costly to the taxpayers. Some of it needs 
to come back with a common sense approacn. OSHA, once a^n, 
some common sense approach dealing with some of the complaints, 
unnecessary and frivolous complaints that we receive from some 
people in regards to OSHA; prevailing wage, which I know is not 
necessarily a Federal issue, but certainly has cost us and the tax- 
payers a great deal of money. One of the biggest bangs that we 
ever had for the dollar was revenue sharing. I was a township 
trustee prior to being a county commissioner. And that money, dol- 
lar-for-dollar, with the little bit of administrative cost that was in- 
volved, got directly to the people, got directly to the local govern- 
ments. CDBG is probably the next best thing. We do an awful lot 
with that money, an awful lot of good things. 

But there are some areas, once again, that could be cleaned up 
and made to be more reasonable. 

Mr. Horn. Yes, I agree with you and you will be glad to know 
we favor block grants and tpdng to get back to what you correctly 
described with revenue sharing. 

Mr. Clinger. The gentleman’s time has expired. 

The gentlelady from Illinois. 

Mrs. Collins. Thank you, Mr. Chairman. 

Let me say now to Ms. Freeman that I am impressed with all 
that I have heard about the miracles that you have worked here 
in the Housing Authority in Cuyahoga County. You know, we have 
a major problem in Chicago with the Chicago Housing Authority, 
and as the world now knows, it has been so bad that Secretary 
Cisneros had sent people there to help to operate the Housing Au- 
thority. 

If you had an undertaking that is as awful, where you had dete- 
riorating buildings, where you have high level crime, where you 
have a lot of all the evils that you can think about in a given com- 
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munity of very large size, what would be the first two things that 
you would do to try to correct it? 

Ms. Freeman. We encounter all of those issues in Cleveland. 
Chicago is just a bigger picture of those exact same problems. The 
first thing we addressed was safety. Now as in Cleveland, Chicago, 
50 percent of its inventory — ^little known to the public — is senior 
citizen housing. If you can help the seniors to feel safe and be safe 
in their homes, then 50 percent of your inventory is calmed down, 
crime out. We had homeless people sleeping in the stairway of sen- 
ior citizen buildings, we had the mentally ill in the senior citizen 
buildings going on a reign of terror. Just bv putting a police officer, 
a responsible supervised police officer at the gate of that door and 
having that officer patrol that building quieted the senior citizen 
housing. 

The second thing we did was we do not have high rises for chil- 
dren, but if I were going to go into Chicago, I know they — we have 
modeled our social service sweeps after the Chicago Housing Au- 
thority drug sweeps. It meets the same results. You go in, you 
clean the building out of the bad guys and you build attractive 
fencing around those buildings and you increase your responsible, 
professional, trained police force to work with the residents to es- 
tablish security patrols. And then you bemn to deal with the infra- 
structure of those buildings — are th^ viable? I understand in Chi- 
cago that they were design^ed with Florida standards. That is, the 
elevators are on the outside, so they are going to freeze every win- 
ter. That is — we encountered that, that is iust criminal, it is crimi- 
nal. So you are going to have to deal with those desi^ problems 
like we did. We had a concerted defensible space architectural team 
to come in and look at how can we architecturally change those 
buildings to ensure defensible space. And sometimes you tear them 
down and you rebuild with single family townhouse, livable devel- 
opments. But you have to make a commitment to rebuild or the 
residents are desperately fearful of being homeless. 

Mrs. Collins. There has been a discussion in my city about com- 
bining both low income housing, public housing, with low income 
non-public housing, not just getting sites but actually building de- 
velopments where you have public housing as well as non-public 
housing on the same plat, for example. What do you think about 
those kinds of ideas? 

Ms. Freeman. That can work, but it has to be very well designed 
and it is called mixed income housing, and it is affordable housing, 
not necessarily low income housing. 

Mrs. Collins. Right, affordable housing. 

Ms. Rieeman. It is well designed, well built affordable housing. 
The public housing units do not look any different — ^you could not 
tell if they are public housing or otherwise. That is an important 
inCTedient. And you have to screen your homeowner applicants 
well, you have to screen your residents well, and you have to train 
them. 

Mrs. Collets. One final question because that light is going to 
go off on me in a minute — there has been some discussion in Chi- 
cago and perhaps in other areas aroimd the country of having all 
senior citizen buildings. Now there are some, but some other people 
had been allowed to move into them, the disabled for example, and 
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people who had other problems. And we found — we were told that 
in some of the instances, some of the people who had moved in the 
buildings were former arug abusers, et cetera and therein laid a 
great deal of the cause of the feeling of unsafeness by some of the 
senior citizens. Do you think that senior citizens buildings ought to 
be utilized only by senior citizens? 

Ms. Freeman. The mixed population issue is a serious one, the 
de-institutionalization of the mentally ill has been dumped in the 
laps of public housing managers and it is a crime to have senior 
citizens, frail senior citizens have to meet schizophrenic young men 
in the elevator. 

We have started a pilot where we are build — we are assigning 
buildings just for young mentally disabled, but there has to be a 
mental health board commitment of services in that building to 
keep these people on their medication. Yes, there should be a sepa- 
ration. 

Mrs. Collins. Thank you. 

Mr. Clinger. The gentleladys time has expired. 

Does any other member seek recognition to ask questions? The 
gentleman from Ohio, Mr. LaTourette. 

Mr. LaTourette. Thank you, Mr. Chairman, and I just have one 
question of one witness, although I would commend all witnesses 
for their forthright testimony and the wonderful things they are 
doing in the areas under their jurisdiction. 

But to Director Conrad, the question I would have of you, I am 
fullv aware of jrour reputation — I think the chairman called you a 
bulldog — I consider you to be a troubleshooter and your trouble- 
shooting capabilities in the Department of Administrative Services 
have earned you the enviable task of taking on the Bureau of 
Workers Compensation in the State of Ohio and I know you are 
looking forward to that. 

As I was reading your testimony though, you talk about the Op- 
erations Improvements Task Force and if I understood the written 
portion correctly, to this point in time, you and the Governor have 
implemented 82 percent of the recommendations that came forth 
from the Task Force. My question is how long did that take from 
getting the organization up and running to implementing 82 per- 
cent, and is Ohio 82 percent more efficient, or is it not a one for 
one tradeoff? And how much more do you think Ohio needs to do 
to become truly efficient, if you are not there? 

Mr. Conrad. There are several points. The Operations Improve- 
ment Task Force actually started 30 days into the new administra- 
tion and the review was completed in about 8 months. So we have 
really been working on it from mid- 1992 until the present time. 
The recommendations were really divided into three categories. 
There were about a third that were very simple and could be im- 
plemented almost immediately. Then there was a third that took 
some difficulty and really where we are right now at the 82 percent 
are those that in many cases require — in two cases, for example — 
a constitutional amendment. I mean, there are good ideas that you 
are simply blocked by law, or in our case, in some cases the (Con- 
stitution. So to be totally honest with you, we have a goal of about 
85 percent implementation, and if that happens, it will be, as I un- 
derstand it, the top implementation in the country on a Statewide 
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level. Are we 82 percent more efficient? The answer to that is prob- 
ably not. Are we a great deal more efficient and have we saved mil- 
lions and millions of dollars of taxpayer moneys because of that? 
Very much so. Combined now with the total quality management 
movement that the Governor has instituted to the 60,000 employ- 
ees to make the State government a high performance workplace, 
and we are really moving on, I think, to the next logical step and 
that is total employee participation. 

Mr. LaTourette. The difficulty that has come up with some of 
the other panels is that this process is a little like the story of the 
three bears, some think we are going too quickly, some think we 
are going too slowly and the biggest goal of all is to reach Chair- 
man Clinger’s objective of going just right. Do you feel that the 
timeframe which you and the Governor have implemented in Ohio 
has been just right? 

Mr. Conrad. I am speaking for myself now and I think I am 
speaking for the Governor. And the answer to that would be yes. 
In the sense that there were at least 40 percent of the rec- 
ommendations that could be implemented almost immediately, and 
were. And as I said, then there were others that take more time 
to get through the legislature, to get the legislative process 
through. So while I cannot sit here and say we would not have 
rather moved quicker in the process, I think the process itself is 
a pretty good one. 

Mr. LaTourette. Thank you, Director Conrad. I yield back my 
time, Mr. Chairman. 

Mr. CuNGER. I thank the gentleman. And I thank the panel for 
being with us this morning and this afternoon, and for your pa- 
tience in being with us as long as you have had to be here, but you 
have given us some very valuable information for our deliberations. 
Thank you all for being here. [Applause.] 

At this time, we come to the open mic segment of our program 
and this may be the only opportunity we will have to have the open 
mic in view of the fact that time is moving along. We do have two 
further panels to listen to. 

In order to be relatively fair to all people, we did do this by a 
lottery. I have never won a lottery and do not think I ever will, but 
I hope that there are some winners here in terms of asking you to 
draw a number and to have an opportunity to address the members 
who are gathered here this afternoon. There are a couple of mics 
I ffiink out there. There is one directly in front and one here on 
my left. And I am going to just ask those that have these numbers 
to come forward. I will call you one at a time and ask you to come 
forward and give your comment. We are going to try to limit you 
to 3 minutes, if ffiat is possible — ^well, it has to be possible because 
we have to move it along. 

No. 105. 

[No response.] 

Mr. Clinger. No 105. No. 11. 

Would you just state your name for the record, please? 
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STATEMENT OF KEITH SIMMONS 

Mr. Simmons. Good afternoon, Congressmen and Congress- 
woman, my name is Keith Simmons. I live in Berea with my wife 
and four children, three are foster children. 

Here is what I think about the changes in American politics. I 
am not venr relimous, but ^d bless the conservative 104th Con- 
gress and God help the liberals, they will need it. 

My faith in the American political system has been restored. No 
longer do I feel as though politicians will say anything just to get 
elected. You made some promises last year and you actually kept 
them. 

Now I would like to concentrate on education from a parent’s 
point of view. I truly hope that Congress will indeed eliminate the 
Department of Education and repeal Goals 2000. [Applause.] 

Parents cannot compete with the Federal funds and the influence 
they have over our local school officials. Because I am not a profes- 
sional educator, politician or speech writer, I would like to offer 
some quotes from some professionals. 

Kevin O’Brien of the Plain Dealer writes “Goals 2000 — the Fed- 
eral nightmare that would put an unelected bureaucracy in charge 
of determining what your children should know, what they should 
be able to do and what they should be like as human beings. Un- 
less we hire Federal education marshals to make some home visits, 
this is unenforceable. But it is nonetheless an invitation for the 
feds to tell parents how to raise their children.” 

Since I only have 3 minutes, I will skip some. 

If you believe that Mr. O’Brien was just blowing smoke, just lis- 
ten to what our local schools are saying about the voluntary re- 
quirements of Goals 2000. “A contingency will occasionally visit lo- 
cations which receive venture capital grants to ensure that iJie 
buildings are following their plans and meeting up to their 
proCTess levels. Locations that are not may jeopardize future fund- 
ing. ’ 

As you cem see, parents are being asked to sell out their rights 
to ma^e decisions about their children’s schools in exchange for a 
minute amount of Federal funding. 

Kevin O’Brien also writes “Once the state skims its percentage 
off the top, the take comes to $22,000 in the second year for each 
school.” 

He also writes, “For such a pittance, why should Ohioans even 
consider selling their rights.” 

I would like to present to the panel documentation that supports 
the assertions that I have made today and I would like to say 
thank you once again for at least bringing to the floor a vote on — 
and I will not go through it because of time, but it is a whole list 
of the accomplishments of the 104th Congress. 

Remember too that capital punishment ensures that murderers 
and rapists will not become repeat offenders. We are tired of the 
“hug a thug” approach. 

Presently my wife and I care for a beautiful foster child. Do you 
wonder what caused her to be placed in our care? The children 
were removed from their home because their father set her brother 
on fire. Was the father jailed? No. He simply had to attend classes 
on how to be a good daddy. As a side note, he normally does not 
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live with his wife and kids. If he did, they would not receive as 
much public assistance. 

Dr. Martin Luther King once said, “War is a poor chisel to carve 
out tomorrow.” 

With these words in mind, let us ask those on the other side of 
the aisle to join with the Republicans in reducing social programs 
before America itself goes bankrupt. To keep things as they are is 
to ask our children to pay for our destructive dependence on the 
Federal Government. 

In 1935, President Roosevelt said, “The lessons of historv show 
conclusively that continued dependence on government induces a 
spiritual and moral disintegration fundamentally destructive to the 
national fiber.” 

And finally, I would like to agree with another Democrat, who 
said “And so, my fellow Americans, ask not what your country can 
do for you, ask what you can do for your country.” 

Thank you for your time. [Applause.] 

Mr. Clinger. Themk you. 

No. 100. Is 100 here? 

[No response.] 

Mr. Clinger. If not. No. 14. All right. No. 14. And to be followed 
by No. 96. 


STATEMENT OF KATHLEEN NADALL 

Ms. Nadall. My name is Kathleen Nadall, I am a housewife and 
I live in Elyria, OH. 

I would just like to present this to the Congress. The private cor- 
poration known as the Federal Reserve System has created a sys- 
tem where it is mathematically impossible to pay off the debt. The 
Federal budget cannot be balanced because Congress has no control 
over the Federal Reserve Bank. Interest being charged to the U.S. 
Government by the Federal Reserve is the largest expenditure on 
the Federal budget. Congress cannot manage what they do not con- 
trol. 

Thank you. 

Mr. Clinger. Thank you. [Applause.] 

No. 96. To be followed by 115. 

STATEMENT OF DAVID VANDALL 

Mr. Vandall. I want to thank you for the opportunity of getting 
to speak. I am kind of ill-prepared for this, I just learned of your 
gathering here today at 3 a.m. today. 

First of all, I would like to submit a videotape 

Mr. Clinger. Your name, sir? 

Mr. Vandall. My name is David Vandall and I am from Medina 
County. 

I would like to mve you a tape for you all to view. This tape very 
well documents the atrocities that occurred at Waco, TX, and it 
also raises questions as to the integrity of our Commander in 
Chief. 

I am a veteran of the U.S. Army and I know of documentation 
that I have seen where the military troops of this country have 
been questioned as to whether they would actually fire upon an 
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American citizen if they would not give up their arms. I am deeply 
offended at that and I know many, many are. [Applause.] 

I also would like to submit to your committee — this is a docu- 
ment from Handgun Control, Inc., and as you can see it is a con- 
fidential document and it states that their desire and their goal, 
their whole outline is that they want to turn America into a society 
such as Britain. I would like to ask those who wrote this — and 
their names are on it — why did we descend from Britain? Why are 
there comments in here of returning our society to that and dis- 
arming us? 

I am not a criminal, I have never committed an offense with a 
firearm, nor would I ever. That firearm is for protection. There was 
an individual in Lakewood who died 2 nights ago and maybe, just 
maybe, if he had the opportunity to be armed such as the rich peo- 
ple in this country with bodyguards, maybe he would not have 
died. He was stabbed five times. 

Maybe this militia member down in Frazeyburg, had he been 
armed, not been murdered by a local law enforcement officer a 
week and a half ago. 

And I would also like this committee to examine and take back 
to the general Congress and define income. Right here is docu- 
mentation of at least 12 Supreme Court decisions that do not state 
that my wages earned from my labor are income, nor are they tax- 
able. This whole country wants to boom and all the branches of 
government want to do what they can to make it boom. I say quit 
taking our money. We cannot buy nothing for our families. [Ap- 
plause.] 

Nothing. You need to first define income. It says under the Su- 

f ireme Court decision that it is profit derivative from a source. My 
abor is not a source of gaining profit, my labor is a God-given in- 
alienable right to support my family. 

These are atrocities that are happening right now and my tax 
money pays you, you represent me. And I will tell you, “We the 
people” are the first three words of that Constitution, and we are 
tired of our livelihood being taken out from under us, both legally 
and illegally. We are tired of it. [Applause.] 

Mr. Clinger. The gentleman’s time has expired. 

Mr. Vandall. I trust that you will take action. 

Mr. CuNGER. Thank you very much. You might be interested to 
know that Mr. Zeliff is going to be conducting hearings this coming 
week. 

Mr. Zeliff. On Waco. And I guess just quickly, the purpose of 
doing the hearings is to get at the truth, a very fair and open proc- 
ess, we are going to spend 8 days. We have been working on this 
for 5 months, we intend to get to the bottom of it, we intend to be 
able to tell the American people exactly what happened at Waco. 
Mr. Clinger. Thank you. [Applause.] 

No. 115. Your name, please? 

STATEMENT OF JOSEPH FAKULT 

Mr. Fakult. Mr. Chairman, my name is Joseph Fakult, I live in 
Willowick, OH. I wish to commend you. Chairman Clinger, and 
your committee for your efforts in heeding American voters recent 
mandates for a more responsive and efficient Federal Government. 
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And in your words, “To refocus government where it is misdirected 
and to get government out of activities in which it does not belone.” 

Toward that desirable end, I wish to offer the following remaps 
on the misdirection of Federal funds for services of Planned Parent- 
hood of America. Several years ago my then 14-year-old daughter 
Jennifer, a sophomore in high school, received a scare letter from 
Planned Parenthood asking her “to get scared,” as fanatics were re- 
turning us to the dark days of back alley abortions. The enclosure 
ridiculed religious figures and was rife with appeals to fear. 

Mr. Chairman and honorable members of this committee, Jen- 
nifer, my wife, Ternr, and I were offended bv the crass, insensitive, 
blatant disregard of our values for life and family. We are outraged 
that fungible taxpayer dollars helped to fund this crude solicitation 
for money. 

According to the American Spectator of February 1995, 33 per- 
cent of Planned Parenthood of America’s revenues received in 1993 
were received through government grants and contracts, mostly 
through the maternal and child health and social service block 
grant programs. Federal funds through Title X of the Public Health 
Service Act finance a variety of taxpayer funded sex education ini- 
tiatives. Yet, Atlantic Monthly in its October 1994 issue, affirmed 
the failure of sex education, and stated that, “There is little evi- 
dence that it sex education works. Teen-age premancy is up and 
so is the incidence of sexually transmitted disease. 

In the fear letter mentioned above, choice was alluded to 12 
times, but I ask you. Congressmen, guardians of our Nation’s tax 
dollars, where was the option of choice for pro-family, pro-life tax- 
payers when in 1991 $124 million of government money was paid 
to Planned Parenthood? Where was the option of choice for tax- 
payers in 1992 and 1993 and 1994 when increasingly larger sums 
were paid to Planned Parenthood for services, and finally, where 
was the option of choice exercised on behalf of tens of thouseuids 
of annually aborted babies, abortions which are funded by the Fed- 
eral tax dollars of a government “instituted among men to secure 
the rights of equally endowed men to life, liberty and the pursuit 
of happiness.” 

Honorable ladies and gentlemen of this committee, this is a gris- 
ly business to so spend public money. It is not a business that a 
government sensitive to a worsening cultural climate and sensitive 
to an obvious need to reconstitute the primacy of the American 
family should be ffinding. Certainly the objects of your budget allo- 
cations are legal, but just as certainly today we are called upon to 
exercise a prudent discretion on national spending that has been 
“misdirected to activities in which it does not belong.” 

In closing 

Mr. Clinger. Sir, I must ask you to try and wrap it up. 

Mr. Fakult [continuing], I would ask you. Congressional ladies 
and gentlemen, that this Congress which is presently dedicated to 
a new birth of traditional American values and a reconstitution of 
the family as a core element of good society, we ask you to elimi- 
nate funding for anti-family programs and eliminate funding for 
programs like sex education that result in increased sexual license 
and its attending welfare dependency. 

Thank you, sir. [Applause.] 
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Mr. Clinger. Thank you. 

David, a brief comment? 

Mr. McIntosh. Mr. Chairman, the gentleman at the bemnning 
of his statement mentioned a subject of taxpayer funded lobbying, 
and I wanted to let you know we are looking at that and in fact 
later chis month in Congp-ess, there will be a rider to an appropria- 
tions bill that says you get a choice. You can either be a grant re- 
cipient or a lobbyist, but you are not going to use taxpayer money 
to lobby any more for more money or viewpoints of one interest or 
another. It will apply across the board, conservatives, liberals, you 
do not get the taxpayer moneys to lobby for your point of view. [Ap- 
plause.] 

Mr. Clinger. Thank you. No. 106, to be followed by 53. 106. 

[No response.] 

Mr. Clinger. No. 53. This is Madame 106? Madame 53. To be 
followed by 27. 


STATEMENT OF DORIS EHNINGER 

Ms. Ehninger. I am a little nervous. My name is Doris 
Ehninger, I live in Parma. I want to thank you for hearing me. 

I would like to see that you do not do away with the educational 
agent that we have, that you have been trying to get rid of. If you 
do that at a time when we need more educationm people to help 
us get over this change. We need to have people have new jobs. We 
have no apprenticeships for any of them. You are eliminating jobs. 
We have unskilled labor. We need those agencies to help us 
through. You have no plan in our system to help our educational 
system move forward and to have new jobs. 

If you also take voucher plans, which I am not politically for or 
against, that will destroy our culture. We have groups of people 
now that are forming different religious groups and we have pri- 
vate education that wants money and we have also Catholic, I 
should mention, religious groups that need money and you will de- 
stroy our educational system and our culture. 

Second, if you do subsidize the coiporations, those corporations 
were subsidized before and those jobs were dead-end. You also 
have, for example, robots that are replacing jobs, you also have 
cars that maybe the side panel is costing $8,000. They are not 
going to hire people who do not have the skills, so we need the 
skills that are there. You are eliminating too many organizations 
and things that we need. 

I do appreciate you hearing me. Thank you. 

Mr. Clinger. Thank you very much. [Applause.] 

No. 27, to be followed by No. 9. 

STATEMENT OF BERNARD KROMER 

Mr. Kromer. My name is Bernard B. Kromer, I am vice presi- 
dent of Manufacturing for Hybco FVoducts, which is a small ma- 
chine tool manufacturer here in Lake County. 

As a taxpayer and citizen, I want to thank the committee for 
their insight and courage to go out to the people of this county to 
find out what the average citizen does and does not want from 
their government. 
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All around the world, governments have been selling off State- 
owned assets and enterprises. Over the past decade, some $468 bil- 
lion worth have been shifted from governments to private inves- 
tors. Yet despite its huge size, our Federal Government has 

{ irivatized only one enterprise — Conrail, which went for $1.6 bil- 
ion. 

Congress in its quest to balance the budget and have government 
run more efficiently should consider privatizing many of the enter- 
prises it now supports. The moneys the government would receive 
ftom the sale of assets and enterprises should be used to reduce 
the national debt. 

The rewards of privatizing many government enterprises would 
be; The government would not have to pay subsidies; the govern- 
ment would be able to collect taxes from the privatized enterprises; 
the privatized enterprises would run more efficiently; the govern- 
ment could be downsized and many bureaucracies could be elimi- 
nated. 

Just a few of the items — rather than going into a big elaboration; 
electric enterprises such as Tennessee Valley Authority, air traffic 
control. National Weather Service, NASA labs, Amtrak are just a 
few. 

Federal tax laws also encourage municipal socialism. For exam- 
ple, tax law says that if you are a government-owned airport or 
electric utility, you do not pay taxes on your profits and the inter- 
est on your ronds is tax exempt. Yet if the identical facility is in- 
vestor-owned, both profits and bonds are taxed. 

Regulator policy often exempts government-owned environ- 
mental facilities by name, but subjects the identical facility to 
stringent controls if it is owned by investors. 

Every year, the Bureau of Land Management and the Forest 
Service manages to lose several billion dollars managing valuable 
lands while causing considerable environmental damage. These for- 
est lands could be sold to private owners who protect their assets 
of timber. While on vacation in New Hampshire over the years, I 
have seen private sector’s logging the national forests, which is 
fine, and they are doing a go^ job of it. But if these lands were 
sold, the private owners would also be placed with deed restrictions 
guaranteeing the right of access to backpackers, campers, fisher- 
men, et cetera, and the government would benefit from the sale of 
the lands and would not have to maintain these lands at public ex- 
pense. 

Two other areas that Congress should consider defunding are the 
National Endowment for the Arts and Humanities. [Applause.] 

The Federal Government began to support the arts and human- 
ities in the 1960’s. With the removal of Federal support, the arts 
will not vanish. The principal support for the arts has always come 
from ticket revenues, private donations and local government sup- 
port. Another one is the Corporation for Public Broadcasting. [Ap- 
plause.] 

The removal of government support for public broadcasting will 
not mean the end of Big Bird or Barney. The end of government 
support for the arts and for public broadcasting will allow the mar- 
ketplace and the public to decide what will be successful and what 
will not. 
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In conclusion, ihe government has to get back to the business of 
running the coimtiy and not ruining the country by trying to run 
all the business. Thank you. [Applause.] 

Mr. Clinger. Thank you, sir. 

The next is No. 9, to be followed by No. 54. 

STATEMENT OF DONALD LESIAK 

Mr. Lesiak. My name is Donald Lesiak from Parma, OH, an 
American of Polish descent, bom and raised on the southeast side 
of Cleveland and Parma, OH being Ohio’s largest suburb with 
about 90,000 people. Some of the members of the committee I have 
met, many I have not. 

But let me say that I am going to be very brief. I have a number 
of copies of a news release here that I had prepared, and I might 
mention, I am a professional engineer, certified manufacturing en- 
gineer in robotics, and turned auditor. In fact, I have 6 years of 
State service with the State of Ohio, initially as a State insurance 
examiner. One of my audits was Blue Shield of Northeast Ohio, a 
million and a half policyholders. That is about half the population 
of the entire State of Iowa that I just moved from after 9 years as 
a Federal employee from which I retired at Rock Island .^senal, 
IL as a professional quality engineer. 

So with that introduction, I have here two items; one of which 
I gave to Mr. John Kasich, the chairman of the House Budget Com- 
mittee from the Columbus, OH area at a Cleveland City Club meet- 
ing probably last year in May or so, personally handed it to him, 
askra him a question publicly at this City Club. I got no answer. 

I then asked this question at the Association of C^vemment Ac- 
countants meeting and national conference at Columbus, OH, in 
August 1994, and I got what I would say when I asked the same 
question again to Mr. Kasich, who was the luncheon speaker, I got 
a non-responsive reply. 

I have since faxed this to Mr. Kasich, or I tried and he has no 
available fax number, his policy is not to release it. They are afraid 
of traffic from citizens? So instead, I faxed it to Mr. Kasich by way 
of Mr. Newt Gingrich, and I asked them for a formal audit on this 
news release. It is an article dated May 22, 1990, Chicago Tribune. 
'The headline says “U.S. finds $50 billion surplus and $43 billion 
of this surplus is in the Department of Defense.” I would like to 
find out, by a detailed government audit, as to the results of my 
prior unheeded request as a concerned citizen. 

The final thing, and I will summarize it a little more briefly if 
I can, is while with the U.S. Army at Rock Island Arsenal, Head- 
quarters AMCOM, that represents the U.S. Army Armament Muni- 
tions Command, where they control 27 ammunition plants and ar- 
senals around the country, including ^vana Arsenal outside of 
Akron. When I arrived there as a quality engineer, first time, 
brand new Federal employee, I discovered that I am in a spare 

S arts lot and I said, you know, kind of what is that, I thought you 
ired me as a professional quality engineer. And they said well, re- 
member the $400 hammer? Well, you have been hired to help solve 
that problem. I later found out because of all the bad news releases 
and press coverage that the services got, that Congress, you, lit- 
erally created 1,063 jobs and appropriated $200 million to pay 
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these people, and I got one of those jobs in April 1984, retired on 
March 8, 1993. Been back in Parma, OH, it is going to be 2 years 
this month. 

So as a result, you might say we were able to develop a comput- 
erized system enhancement on the Arm}r’s $2 billion worldwide 
automated logistics system and it has gone up and down the House 
and Senate and the V^ite House with no positive response to date. 
What we have done, we have enhanced the Army’s $2 billion 

Mr. CUNGER. Sir, I am going to have to ask you to wrap it up. 

Mr. Lbsiak [continuin|p. Logistics system— OK. It goes govem- 
mentwide and I would like you people to face the challenge with 
a professional attitude as a responsive representative of the people 
to correct this problem, which will identify all $400 hammers and 
everything that the U.S. Government buys, by part number. 

And wi& that, I thank you for your time and the opportunity on 
a lotte^ to be selected to speak here. 

Mr. Clingeh. Thank you very much. [Applause.] 

You may be interested in knowing that this committee, the Gov- 
ernment ^form and Oversight Committee has been engaged in an 
effort to reform the government procurement and acquisition sys- 
tem now for two Gonenesses. We have enacted substwtial reform 
last year, we are worlung on a bill this year that I think will fur- 
ther that exercise, so that we will no lo^er have the $400 ham- 
mers and the $500 coffee urns, et cetera. That has been a disgrace, 

I could not agree with you more. I think you will find that the leg- 
islation that we are working on is going to go a long way toward 
addressing that major abuse. 

No. 54, to be followed by No. 85. 

STATEMENT OF LOWELL LEFEBVRE 

Mr. LeFebvre. Good afternoon, Mr. Chairmjui, committee mem- 
bers, others assembled here. 

The name of this committee, the Committee of Government Re- 
form and Oversight, suggests that it can potentially at least rec- 
ommend many changes or reforms which we need to see in the 
Federal Government of the United States of America. It has been 
stated that the job of this committee is to reduce the size of govern- 
ment and to cut spending. 

These two tasks are of course worthy to consider. However, it 
seems obvious that a smaller government and a less costly govern- 
ment are the natural consequences of what the goal ought to be. 
That is, the goal should be to reform our national government so 
that it will be the constitutional republic described in the Constitu- 
tion of the United States. 

This is an enormous task. How can we get from where we are 
today to where we ought to be? It will take a lot of work, a lot of 
words, a lot of action to undo the damage that has been done both 
purposely and also, in some cases, without harmful intent. 

Many Americans will find that reform is an uncomfortable proc- 
ess. And the process and oversight involved needs to be handled in 
such a way that its impact will be as easy as possible to bear. 

But there is no reasonable alternative. Please do not compromise 
this goal. Every elected official, I understand, swears to uphold the 



157 


Constitution, and yet, the actions are often disregarded. They dis- 
rerard the commitment to uphold the Constitution. 

It seems, for example, that 8 of the 10 amendments which we 
know as the Bill of Jhghts are interpreted to mean something dif- 
ferent from the words written by our founding fathers; and some 
of these are often believed to have a meaning directly opposite to 
what they clearly say. Congress and the government agencies fiir- 
ther malign these constitutional rights by constantly passing laws 
which inmnge on the very rights they were written to ensure. 

Is it any wonder that there is more than a little disrespect for 
our government when government officials have become a model of 
negative values rather than standing for what is right? 

How then should our Federal Government be reformed? Let it be 
by the true meaning of our Constitution. Please do not compromise 
this goal. 

Thank you. [Applause.] 

Mr. Clinger. Thank you. 

For our final comment on this segment, and after this speaker, 
I will call the next panel, No. 85. 

STATEMENT OF SANDRA RECKSEIT 

Ms. Reckseit. My name is Sandra Reckseit, I am the executive 
director for Ohio with United We Stand America, and I want to 
thank the committee for going out on the road to hear from the 
people outside the beltway. As one that has traveled the State for 
the last 7 months, I can tell you I have been in the cities in Ohio, 
the towns, the villages, and out in the country. People are ready 
for reform and they know it is going to take sacrifice but that sac- 
rifice has to be fair, it has to be inside the beltway and outside the 
beltway. 

Some suggestions that I have heard that I would like to pass on 
to you from people that I have talked to is start by looking at some 
of these outdated programs. You have programs from the 1930’s 
that do not work any more. We need programs that are dynamic 
to meet the needs of today and go into tomorrow with some flexibil- 
ity. And people are ready to do that. They are ready for reform, 
they will stand behind you if it is fair. 

I^st but not least, I would like to tell you that you are all in- 
vited, on behalf of United We Stand America, to our national con- 
ference next month in Dallas and there you could talk to people 
from across the country who will tell you their views. They are edu- 
cated, they are informed on the issues and we would love to see 
you there. 

Thank you. 

[Applause.] 

Mr. Clinger. Thank you veiy much. 

At this time, I would like — I think this has been very helpful tes- 
timony and witness that has been given here by the panelists. If 
we have time at the end of the session, I will continue with the lot- 
tery for those that have not yet had an opportunity to give us their 
views. 

But at this time, I would like to call forth the next panel. I am 
sort of squinting over there to see if anybody has arrived, but they 
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are — and I will introduce them as they come to the table. Can we 
get some lights on over there? There we are. 

The first speaker this afternoon will be William Lawrence, who 
is the executive vice president for TRW, a major U.S. corporation, 
vice president for Planning, Technolow and Governmental Affairs. 
Mr. Lawrence was a key participant throughout TRWs 10-year re- 
structuring project. Not an unusual activity for American corpora- 
tions in this rapidly changing economic and technological climate, 
and I know we are going to have much to learn from his experience 
in that change and transformation that has taken place in TRW. 

After Mr. Lawrence, we will hear from Frank Altimore, who is 
LTV Steel Co.’s vice president for business process design, and who 
was instrumental in helping LTV Steel join in some innovative 
partnerships designed to move the company into the next century. 
We look forward to hearing more about this today. I think we tried 
to stress our purpose in coming to Parma Heights today and hope- 
fully later this month to Charlotte, NC and throughout the country, 
is to hear success stories. We are hearing some outstanding success 
stories and I think we are getting some models of things that we 
can pursue in Washington. 

Following Mr. Altimore, we will have Mr. M. Thomas Moore, the 
chairman and CEO of Cleveland-Cliffs, Inc. He has moved his orga- 
nization from a diversified company to one focused on its core mis- 
sions, which you have heard about this morning. This is a very 
close parallel with regard to our efforts on the Federal level, and 
we certainly welcome him to the panel as well. 

Karen Kleinhenz is the president of the Eastern Ohio Region of 
Society National Bank, a major financial institution in this part of 
the world. She has had a distinguished histoi^ with the bank and 
is now involved with First Choice 2000, which is a project designed 
to move that organization into the 21st century. 

And I would now like to call upon our host Congressman, Mr. 
LaTourette, to introduce our fifth witness on this panel, Mr. !^ger 
Sustar. 

Mr. LaTourette. Thank you, Mr. Chairman, and just briefly, 
Roger Sustar is the founder and owner of Fredon Corp. in Mentor, 
OH and he also recently — for the other members of the commit- 
tee — served as our delegate to the 1995 White House Conference on 
Small Business. 

The reason that we thought Mr. Sustar would be a good witness, 
in addition to his business enterprises he is also very active with 
the two community colleges here in Cuyahoga and L^e Counties, 
and he has a program that has really revived an interest in the 
machine business, and he brings students in and for the first time 
in many of their lives, gives them an experience that hopefully will 
go on to a career of employment with real benefits, real health care 
benefits, real retirement security, and I think you will find Mr. 
Sustains story to be very interesting. 

In an interview the other day, he thought that government 
should act like business and that is that we should earn $1 in gov- 
ernment before we spend $1, and I think that is pretty sage advice. 

Mr. Clinger. Thank you, Steve. 

Ladies and gentlemen, welcome to the hearing. You may summa- 
rize — preferably if you would summarize as much as possible your 
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testimony, we are under some time constraints and we are going 
to try and limit your opening statements to 5 minutes or there- 
abouts, with the understanding that your prepared statements will 
be entered in full in the record and that we will certainly review 
all of the information as presented at the hearing. But if you could 
be as brief as possible in your oral statements, we would appreciate 
it. 

So first of all, Mr. Lawrence, executive vice president of Plan- 
ning, Technology and Grovemment Affairs for TRW. Mr. Lawrence. 

STATEMENTS OF WILLIAM B. LAWRENCE, EXECUTIVE VICE 
PRESIDENT FOR PLANNING, TECHNOLOGY AND GOVERN- 
MENT AFFAIRS, TRW INC.; M. THOMAS MOORE, CHAIRMAN 
AND CEO, CLEVELAND-CUFFS INC.; FRANK ALTIMORE, VICE 
PRESIDENT FOR BUSINESS PROCESS DESIGN, LTV STEEL 
CO., INC.; KAREN R. KLEINHENZ, REGIONAL PRESIDENT, SO- 
CIETY NATIONAL BANK, AKRON, OH; AND ROGER SUSTAR, 
PRESIDENT AND OWNER, FREDON CORP. 

Mr. Lawrence. Thank you and good afternoon. Mr. Chairman 
and other distinguished members of the committee, my name is 
William B. Lawrence and I am executive vice president for Plan- 
ning, Development and Government Affairs at TRW Inc. I thank 
you all very much for inviting me to appear here today. I would 
like to share with you some of the experiences and the lessons that 
TRW has gained over the last 10 years or so from our streamlining 
and reorganizing processes. 

We are delighted to have the opportunity to tell our story and we 
are especially pleased that the committee nas selected Cleveland to 
hear first-hand what the private sector in this community is doing 
to reinvent, streamline and reorganize its own business. 

First of all, let me say, by way of introduction, a few words about 
TRW. Headquartered here in Cleveland, our company provides 
products and services worldwide with a high technology and engi- 
neering content for the automotive, the space and defense and the 
information systems and services industries. In the United States 
alone, we employ approximately 36,000 men and women. Our reve- 
nues in 1994 were in excess of $9 billion. Indeed, both our revenues 
and our earnings for 1994 were the highest in the company’s 94 
year history, and through the first 6 months of 1995 we are well 
on our way to achieving yet another record. These results, we be- 
lieve, were achieved by devising a performance-oriented game plan 
and then sticking to it. I would like to share with you some oi the 
key elements of that plan. They may have relevance to the nature 
and the scope of the committees inquiry regarding government op- 
erations. 

The first element of our game plan was what we would call a 
critical reassessment of our distinctive competencies and the rel- 
ative strengths and weaknesses of our businesses. What this did 
was to help us establish for the company a course of direction. And 
among other things, it revealed to us that we simply had more op- 

f >ortunities than we had resources to adequately fund. So our chm- 
enge was to select those highest priority businesses within the 
company where we felt that we were uniquely positioned to add 
value and to meet the requirements of the marketplace. 
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A second and a parallel effort to this was an effort to eliminate 
distractions that were depleting both our management and our cap- 
ital resources. This required us to exit certain businesses and prod- 
uct lines. Included among those divestitures which occurred over a 
10-year period were aircraft components, industrial products, elec- 
tronic components, energy products, automotive after-market prod- 
ucts and fluid power products. As a result of this exercise, over a 
10-year period, we sold off over 60 businesses with revenues that 
exceeded $2.4 billion. 

A third element of our restructuring plan was to improve our 
core businesses, those where we felt we had a strategic advantage 
through more efficient cost structures, improved quality and great- 
er flexibility. This, as you know, is an ongoing process. It proved 
to be the most difficult, however, to get started because it required 
all of us to essentially change the way in which we do business. In- 
ternally, we had to break down bureaucracy and stovepipe ways of 
thinking. Externally, we had to convince customers and suppliers 
to team with us to tackle unnecessary transaction costs. 

As a result of the efforts I have described, however, over the last 
decade, I believe we have been successful in re-engineering, re-or- 
ganizing and restructuring our operations. Total head count within 
the company worldwide has been reduced from about 93,000 em- 
ployees in 1985 to less than 66,000 today. At the same time, our 
revenues over that 10-year time span have nearly doubled and rev- 
enues per employee have increased from approximately 60,000 to 
150.000. 

Tne results in our space and defense business, a roughly $3 bil- 
lion business, are illustrative. In the late 1980’s, TRW employed in 
space and defense over 32,000 people. Today that figure is approxi- 
mately 17,000. Despite these significant reductions, we have man- 
aged to maintain overall revenues and to dramatically improve our 
productivity. What did we do? In some cases, we re-engineered our 
processes, enabling us to take costs out, to reduce cycle times and 
to improve quality. In other cases, we worked very closely with the 
government, the Department of Defense contracting officers, to get 
^eir buy-in to streamline and simplify production processes, so 
that unnecessary steps and costs could be reduced. 

At the operating level of our automotive business, we literally at 
any one time have thousands of initiatives underway to eliminate 
waste, improve quality and productivity and to cut costs. Last year 
alone in a^ut a $5 billion business, we captured well over $200 
million in cost savings that were required to offset cost increases 
and to meet price remictions — ^yes, price reductions required by our 
customers worldwide. From a product standpoint, the pricing re- 
ductions are very dramatic. Certain products, for example, are now 
selling for as little as 25 to 40 percent of what those same products 
sold for just 4 or 5 years ago. 

Let me also point out that company-wide, restructuring has re- 
quired us to also look at the way we manage the administrative 
Unctions of our business. In doing so, we have eliminated several 
layers of management. For exam^e, where we formerly had, both 
at our space and defense and our automotive businesses, a staff at 
the sector level, we have eliminated those functions and those 
tasks have been combined either at the company headquarters or 



161 


in our operating groups, and in fact simultaneously at the company 
headquarters, we reduced our staff from over 600 employees to 
about 450, a 25 percent reduction, while at the same time our busi- 
ness revenues, as I mentioned earlier, had nearly doubled. 

I do believe that the government can learn from what the private 
sector has done. To be successful, however, our experience indicates 
that certain prerequisites are fundamental. What are they? Leader- 
ship, vision and commitment at the top, I believe are critical. Ongo- 
ing communication and dialog with all stakeholders simply have to 
occur if you are goinp to accomplish buy-in and commitment to get 
the job done. Incentives and disincentives must be established to 
create the necessaiy motivation for change within the government. 
And finally, accountability and responsmility are absolutely nec- 
essary to empower people to act in non-traditional ways as agents 
of change. 

I recognize full well that this approach represents a monumental 
task at the national level, but I believe that the Vice President’s 
initiative to reinvent ^vemment represents at least in concept a 
good first step. I also believe that individual government agencies 
or branches are ripe for even more aggressive assessments of their 

t turpose, their function and their resource requirements. With the 
eadership provided by the members of this committee, 1 have great 
confidence in our ability to effect meaningful change in the way 
government operates. 

Mr. Chairman, other members of the committee, I thank you 
very much for the opportunity to offer these suggestions. I will be 
very happy to answer any questions you may have. 

[The prepared statement of Mr. Lawrence follows:] 
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Statement of William B. Lawrence 
Executive Vice President 
Planning, Development and Government Affairs 
TRW Inc. 

Mr. Chairman, members of the Committee, my name is William B. Lawrence 
and 1 am Executive Vice President of Planning, Development and 
Government Affairs for TRW Inc. Thank you very much for inviting me to 
appear today before the Committee. Permit me to share with you some of 
the lessons and experience we at TRW have gained from the painful, but 
fundamentally necessary, streamlining and reorganization that we have 
undertaken over the last ten years. 

We are delighted to have this opportunity, and are especially pleased that 
the Committee has chosen to come to Cleveland to hear first hand how 
reengineering, reinventing, or streamlining, whatever name you wish to 
give it, is being done in the private sector in this community. 

First of all, a few words about TRW. Headquartered here in Cleveland, 

TRW is a company that provides products and services worldwide with a 
high technology or engineering content in the automotive, space and 
defense, and information systems and services industries. In the U.S. 
alone, we employ nearly 36,000 men and women. Our revenues in 1994 
were in excess of $9 billion. Indeed, our revenues and net earnings in 1994 
were the highest in our 94-year history. Through six months of 1995, we 
are well on our way to yet another record year - and our stock price has 
recently reached all-time highs. These results were achieved by devising a 
performance oriented game plan and then sticking to it. Our customers 
have rewarded us with increased business, our employees with increased 
productivity and our shareholders with increased confidence and access to 
capital. This approach may have some relevance to you both as the 
guardians of our nation's public resources and the officials responsible for 
setting our long-term national priorities. 

The first element of our game plan was a critical assessment of TRW's 
distinctive competencies along with the typical analysis of strengths, 
weaknesses, opportunities and threats for each of our businesses. This 
helped us establish a course of direction and, more importantly, revealed 
that we enjoyed a strategically target-rich mix of opportunities. That meant 
we had more opportunities than we had resources to fund adequately. Our 
challenge was to select those highest priority businesses where TRW was 
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uniquely positioned to add value and to meet market requirements. The 
outcome of this analysis was a clear plan of where TRW could invest its 
relatively scarce resources in businesses in which we enjoyed a strategic 
advantage. These were investments in our so-called core competencies - 
things that we do very well - better than others - and that could help 
leverage our future. 

A second and somewhat parallel effort was to eliminate distractions that 
were depleting both our management and capital resources. This required 
that we exit certain businesses, product lines and joint ventures. Included 
among these divestitures were Aircraft Components, Industrial Products. 
Electronic Components, Energy Products. Automotive Aftermarket 
Products and Fluid Power Products. As a result, over a ten-year period, 
TRW sold off over 60 businesses with revenues exceeding $2.4 billion. 

This process has produced several benefits. It significantly simplified and 
focused management on the remaining core businesses and reduced 
associated overhead. Healthy, otherwise attractive non-core businesses 
were sold to others with strong strategic interest, where they can now 
flourish and attract greater resources. The divestitures also benefited TRW 
by eliminating businesses that consumed disproportionate amounts of 
management and capital resources. By freeing up and redeploying 
resources. TRW strengthened all its remaining operations. Finally, and 
probably most importantly to our creditors and shareholders, TRW was 
able to reduce its debt to very sound levels, creating greater confidence in 
our management, increased financial and strategic flexibility and a lower 
cost of debt. As with some cancers, early though painful surgery was the 
best prescription for a healthy recovery. Similarly, government might 
benefit by cutting out and privatizing non-core programs - especially 
those that consume resources well beyond the social benefits derived. 

A third element of TRW's restructuring plan was to improve core business 
operations through more efficient cost structures, improved quality and 
greater flexibility. This is an on-going process. It was the most difficult to 
get started because it required us all to change the way we do business. 
Internally, we had to break down bureaucracy and "stove pipe" 
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organizational thinking by building cross-functional, cross-organizational 
teams to tackle complex projects. Others have referred to this as creating a 
seamless organization. Externally, rwe had to team with customers to tackle 
unnecessary transaction costs so that we could meet their demands to 
reduce our prices and improve product quality. 

In our automotive business, for example, the quality standards and systems 
expected of us were well beyond our then current practices. That also 
meant that, in order to earn a profit, product costs and productivity levels 
had to be substantially improved as well. We also needed to utilize our 
current capital assets more efficiently to induce shareholders and others to 
provide us with access to additional capital. In response. TRW 
reengineered, reorganized and restructured its operations resulting in a 
total headcount reduction from 93,000 employees in 1 985 to less than 
66,000 today. Despite the 30% plus headcount i eduction and business 
divestitures mentioned above, revenues over that ten-year span have 
nearly doubled and revenues per employee have increased from 
approximately $60,000 to $150,000. 

In our Space & Defense business, the story is just as dramatic. In the late 
1980s, TRW employed over 32,000 people, while today employment is 
down to 1 7,000. Despite these significant reductions, we have managed to 
maintain overall revenues and improve productivity. In some cases, TRW 
reengineered its processes to achieve these performance improvements, 
and in other cases we worked closely with DoD Contracting Officers to 
streamline and simplify processes so that unnecessary costs and steps 
were eliminated. The overall effort involved consolidation of activities, 
elimination or combination of divisions, outsourcing of services, sale of 
assets to achieve greater asset utilization and front-end investment to 
facilitate significant changes in fundamental processes. We also worked 
with customers to redesign our production methods. 

As an example, we are now attempting to produce avionics electronics side 
by side, under exacting automotive quality standards, with airbag 
electronics. This approach is designed to satisfy Military Specification - 



165 


so-called MILSPEC - quality requirements and eliminate many layers ot 
cost through economies of scale. 

A second example is TRW's Universal Test Bed, which is a testing system 
designed by TRW, requiring only minor modifications to aid in the 
designing, problem solving and hardware testing phases of spacecraft 
programs. The system minimizes non-recurring engineering and 
development costs, shortens schedules, reduces technical risk and 
provides greater value to our customers. This represents another example 
of changing the way we do business, with increased focus and coordination 
and fewer people. 

Restructuring has also required that we look at the way we manage the 
administrative functions of our business. We have eliminated several layers 
of management. Where we formerly had Space & Defense and Automotive 
Sector staffs, we have eliminated the sector functions and the tasks 
performed by them are now being performed by our operating groups 
and/or the company headquarters staff. Simultaneously, our headquarters 
staff has been reduced from over 600 employees to 450, a 25% reduction 
in headcount now supporting a $10 billion business. 

At each operating division, we have thousands of initiatives underway to 
eliminate waste, improve quality and productivity and cut costs. Last year 
alone, TRW Automotive captured over $200 million in cost savings just to 
offset cost increases due to inflation and price reductions demanded by our 
customers. From a product standpoint, the pricing reductions are dramatic. 
Certain products, for example, are now selling for 25% to 40% of what they 
sold for just four to five years ago. To accomplish these reductions, we re- 
designed products, changed processes, worked with customers and 
suppliers and empowered our employees to implement changes. 

In summary, TRW and the private sector respond daily to immediate, 
unsympathetic challenges to our economic performance. Customers 
demand and expect increasingly better products and quality for less price; 
shareholders vote every day with investment dollars on their assessment of 
our performance; and competitors exploit every opportunity to take away 
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our business. This environment is economically healthy and ensures that 
scarce resources are allocated to their highest and best use. 

Our country also needs to ensure its economic health. It won't take Voodoo 
Economics to get there but it will take leadership. We need to prioritize our 
national needs -- that means spelling out what the government needs to 
do and, more importantly, what NOT to do. Second, we need to evaluate 
the capabilities and competencies of government as well as the private 
sector regarding high priority needs. This should lead us to award priority 
projects to the most efficient producers. Finally, we need to set realistic 
limits on the financial burden our people (and their corporations) are 
prepared to accept to fund national priorities. This will help define what 
priorities get funded and to what extent. 

For our country to follow through on the above course of action and achieve 
similar results will likely require a downsizing and reengineering effort 
similar to those I have described for TRW. To recap, it will require the 
following: 

1 . We need to assess and select our core or fundamental national 
priorities. Based upon these priorities, we must determine the 
functions that are essential to be provided by government and how 
much we can afford. 

2. We also must exit, outsource, or divest non-core functions, assets, or 
organizations. It's difficult to believe a government agency can 
manage a non-core function more effectively than the private sector. 

3. Cost/benefit standards should be applied to all key activities and 
those that fail to meet an objective test should be discontinued. 

4. The funds saved or generated by these actions should be used to pay 
down debt and bring our budgets into balance. 

5. To enhance the performance of the core government functions, we 
need to develop performance standards and metrics that can be used 
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regularly to measure continuous performance improvement. Core 
functions that can't meet acceptable cost/benefit standards should 
continuously face the possibility of being discontinued or privatized. 

6. To accomplish these objectives will require strong leadership at the 
top, broad-based communication of goals, objectives and measures, 
a multi-disciplined/cross-functional team of motivated change agents 
and a workforce empowered to act in non traditional ways. 

I recognize that this approach represents a monumental task at the national 
level, but I believe the Vice President's initiative to reinvent government 
represents, at least in concept, a good first step. However, individual 
government agencies or branches should be ripe for even more aggressive 
reassessments of their purpose, function and resource requirements. Our 
Nation's stakeholders (voters and taxpayers) have given a clear message 
that change is needed. Our creditors worldwide warn us of our weak 
economic health by diminishing the value of our currency and requiring 
higher interest rates to compensate them for the higher risks associated 
with continuing budget deficits. We must earn back the confidence of our 
stakeholders by demanding of our government officials the same fiscal 
responsibility we demand of the private sector. While bankruptcy may be 
an option for uneconomic businesses, it isn't an option for our Federal 
Government. Both business and government are measurably better off if 
they tackle the tough problems early and live within their budget limitations. 

Thank you, Mr. Chairman, for this opportunity to offer suggestions to the 
Committee on its important work. 

I will be happy to answer any questions you may have. 


FWC:dpb\7. 12.95 
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Government Reform and Oversight Committee 
Response to Follow Up Questions 

William B. Lawrence 


Question 1). From a federal government perspective, I have watched the 
federal government structure growing out of control. Today, 
we provide some services that we don't do well, services 
that the private sector could do much better and more 
efficiently. Referring to your organization's critical 
assessment of competencies, what were the criteria that 
helped you decide what your organization did well? How 
would you relate this to our federal departments and 
agencies? 

Response TRWs assessment of what we do well is determined first and foremost 
by our customers and in a broader sense by our shareholders and 
employees. 

From customers' perspective, direct feedback on the quality and value 
of our products and services is obtained regularly through surveys, 
interviews and face-to-face meetings. It is also provided indirectly 
through market position and new business. By tracking TRWs 
performance on a range of dimensions (on-time delivery, warranty 
costs, market share, comparative costs, technology, and financial 
measures) we can profile how TRW pedorms compared to our 
competition. No particular measure is fully indicative of overall 
performance. However, understanding the performance profile allows 
managers to evaluate the cost or effort necessary to "close the gap" 
between where we are today and best in class. The cost to close the 
gap provides the basis for determining whether we should or can 
effectively compete and serve a defined market. While this process 
seems simplistic. It requires substantial analytical effort and 
assessment of how markets are likely to change in the future. 

From a shareholder and employee perspective, we receive daily 
indications of how well we are doing. Shareholders judge the 
economic efficiency of TRW compared with a wide range of alternative 
investment returns and risks. Creating value is a simple concept but it 
demands constant attention to both internal operations and external 
benchmarks. The same can be said about employees. To retain the 
best and motivate them to perform at outstanding levels, they need to 
be trained, challenged, measured, financially incentivized and 
counciled. While payroll and headcount account for less and less of 
TRWs total cost structure, employees are essential to ensuring efficient 
and effective utilization of capital assets. Aligning each employee's pay 
with the compan/s operating and financial goals is an important step in 
achieving the required results. 
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We would agree the federal government structure has grown out of 
control. Social engineering and politics have justified many 
government activities at the expense of economic cost/benefit trade-off 
analyses. You might find that several of our private sector conclusions 
apply. 

1 . First, a clear need exists to determine the fundamental range of 
activities that is £tppropriate for the federal government to do. All 
activities should be subjected to critical assessment, first for need and 
second for cost/benefit value. 

2. Realistic performance measures should be developed for 
government functions ~ from the overall mission to the multitude of 
activities required to perform the mission. Determine not only the real 
costs (which may require more sophisticated Activity Based Accounting 
systems) but also real value. 

3. Compare the costs of functions (Postal Service, Education, Health 
Care, etc.) and individual activities within functions (mail handling, 
check payment, housekeeping, customer services, etc.) with other 
external benchmarks. Test the cost of providing functions or services 
against best in class organizations (private and public sector, foreign 
and domestic). Where costs are too high, determine how they can be 
corrected internally or out sourced to achieve cost reductions. 

4. Evaluate occupancy costs and related fixed costs. Space cost and 
utilization - buildings, warehouses, offices, land ~ consume funds in 
terms of maintenance, heating/cooling, environmental clean-up, and so 
on. Where possible, consolidate, dispose, sell off, dense up, and close 
down unnecessary space. This reduces a wide range of hidden costs, 
including payroll. It also may provide a source of tax or lease revenue If 
and when the land or facility is converted for private use. 

5. Finally, build dear and measurable incentives into achieving world 
dass performance. Public offidals should be required to report publidy 
their performance against defined metrics. Performance both against a 
plan and as compared to peers. In one sense the incentive is 
continued public confidence and return to office. More tangible 
incentives could be provided by bonus payments for best in dass 
performers. 

In the final analysis, authority, accountability and responsibility need to 
be aligned and incentivized. Until public officials have realistic public 
reporting responsibility for their effective and effident use of public 
funds, measured against external norms, little justification or incentive 
exists to restructure or challenge the way things get done. We're 
hoping this will change. 


- 2 - 
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Question 2). In your testimony, you describe the difficulty your 

organization had with Improving core business structures 
due to the fact that you had to break down bureaucracy and 
change the way you did business. Restructuring the federal 
government bureaucracy that has been In existence for 
decades is one of our greatest challenges. Can you offer 
any suggestions In this context? 

Response The core missions of the federal government are of course contained in 
the U.S. Constitution. Such functions as providing for the common 
defense, establishing post offices, roads and a federal judiciary are 
among the government's central functions. However, the federal 
government has over time assumed numerous additional 
responsibilities not central to its core mission through the enactment of 
statutes and the promulgation of regulations. Examples would include 
federal roles in a broad range of volunteer service programs, job 
training programs, food stamps, low income weatherization assistance, 
subsidized housing, farm subsidies, energy research, etc. The list goes 
on and on. Clearly, the authorizing committees of Congress must look 
critically at each of these programs to determine if the federal 
government should be involved at all, and, if so, whether the optimum 
way to deliver these services is through a government agency. 

Typically, a governmental bureaucracy would not be the ideal 
mechanism through which to deliver effectively and efficiently many of 
these services. Where appropriate, government should contract out or 
privatize as many functions and activities as it can, even if it is 
determined that government oversight should continue. To accomplish 
these results, however, requires leadership - leadership that begins, 
not within the bureaucracy but in the Congress and at the highest levels 
of the Administration. 


Question 3) As I am sure you are aware, the federal bureaucratic 

structure Is rite with layers upon layers of management. 
Through your own personal experience of downsizing In 
TRW, what were the positive and negative Impacts of 
peeling back these layers? 

Response Reducing layers and downsizing produced significantly more positive 
than negative impacts. The process was begun nearly ten years ago, 
which allowed us the opportunity to test the outcome of each step and 
fine tune subsequent actions. From a positive perspective, developing 
and downsizing produced the following impacts: 

• Greater Mana gement Focus on Cora Activities - After eliminating 
layers, top management becomes more involved in operations. We 
found disproportionate management attention was previously 
consumed by "fix-its" and non-core activities. Delayering exposed 
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these diversions and restnjcturing or divesting these activities 
eliminated the distractions. 

• Greater Economic Flexibility - With reduced levels o( overhead 
and debt, we are better positioned to sustain the impact of business 
cycles. By paying down debt, TRW aiso freed up capital resources, 
thereby increasing strategic options for growth. 

• Reduced Cycle Timas - The time required to sense the need to act 
and respond was greatly reduced. Transaction times were reduced, 
peopie spent iess time on process and more on impiementation. 

• Improved Employee Morale - Once delayering and restructuring 
are completed, core employees have greater comfort in the overail 
health of the business, a greater sense of responsibiiity and 
accountability (i.e., empowerment), a clearer sense of business 
priorities and direction and improved compensation tied to a 
stronger performing business. 

From a negative perspective, the Issues are more personal or 
transitional. We consumed significant energy, time and capital cis we 
delayered and divested operations. We also retired, relocated or let go 
nearly a0,000 employees. To be fair with long-time employees, 
counciling, severance packages and relocation arrangements were 
developed, communicated and implemented. In the end, employees 
understood the need for change and were willing to buy into it if our 
actions were perceived as being done in a fair and balanced manner. 
Communication with those who remain was equally Important to ensure 
job security and productivity were sustained. 

Timing was another negative consideration. Like surgery, restructuring 
or delayering never occurs at the most opportune occasion. Layoffs 
occurred at times when nationaJ unemployment was already high and 
placement difficult. Sale of units occurred when the cost of money was 
high and average business values were modest at best. While our 
’surgery' and subsequent recovery period slowed the company's 
momentum, the health of the business has been strengthened 
meeisurably and clearly has been worth the pain. 

Finally, and most importantly, we lost some focus on our customers; 
during restructuring the corporate focus was predominantly internal 
resulting in some loss of attention by management on the customer. 
With the benefit of hindsight, we might have avoided some performance 
criticisms had we developed a more extensive external 
communications effort as part of our internal restructuring. 
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Question 4). You mention the performance standards and metrics that 
can be used to measure continuous performance 
Improvements. Can you relate these standards to the 
federal government and give examples of what you have 
successfully Implemented? 

Response As I mentioned in my testimony, TRW monitors a range of financiai and 
non-financial measures to assess both the current and strategic health 
of the business. Listed below are several that may be relevant to the 
federal government. 

• Taroet Debt Levels - In order to ensure both access to debt and 
low interest costs, TRW set target debt levels based on external 
expectations of top performing companies. Once set, the company 
took the actions required to reduce debt - both sale of assets and 
operating improvements. 

• Productivity ~ Each organization has different means of measuring 
productivity. TRW used and monitored progress on such factors as: 

Revenues per employee (upward trend) 

Assets per employee (downward trend) 

Profits per employee (upward trend) 

Overall Indirect employment (downward trend) 

Employees/sq. ft. of building (upward trend) 

Total numbers of facilities (downward trend) 

Number/dollars of assets sold (upward trend) 

Employee opinion surveys (benchmark and follow up) 

• Financial Performance - In addition to operating performance 
metrics, we set financial performance goals for continuous quarter- 
on-quarter improvement. As part of setting these goals, we publicly 
communicated them to our analysts and reported on progress 
annually. To regain credibility in the financial community, we had to 
demonstrate our ability to keep the promises we made. Only by up- 
front establishing of goals and measuring progress over time could 
we regain their confidence. Internally, these goals not only included 
targets relating to our reported financial results, but also other 
financial targets such as increased cash flow, asset turnover, 
reduction in certain expenditures, etc. 

• Quality - Customers are the final determinant of a business' ability 
to produce quality products and services. Internally, we began to 
benchmark TRWs operations against the Malcolm Bakfrige criteria. 
Although we did not aspire to compete for the award, we wanted to 
adopt a common framework for achieving world class performance. 
TQM teams were established and chartered by our most senior 
executives in areas of most significant need of improvement. In 
addition, all operations developed quality metrics to measure 
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defects on a Parts per Million basis (PPM). PPM provides further 
opportunities to conduct root cause analysis and direct efforts for 
improved operations. 

These are only a few of the initiatives and metrics TRW utilized 
successfully to restmcture its operations. Most are fundamental to any 
organization producing either goods or services. We have not yet 
reached our goals but have set expectations within the company and 
with our analysts of continuous improvement that cause us all to stretch 
our efforts. We are investing more heavily in the training and 
communication necessary to empower employees to take the actions 
needed to meet our goals. Finally, people are paid and incentivized to 
perform. 


Question 5). Most people acknowledge that If the federal government 
were a business It wouldn't survive with the amount of 
Inefficient service delivery It currently provides What 
aspects of the private sector could be successfully 
Incorporated Into the federal government structure? 

Response In the private sector, measurements or metrics are critical to determine 
progress against objectives. Financial performance is certainly one 
measurement. Return on assets employed and return on shareholders 
equity are other measurements, albeit ones that may not be exactly 
relevant to the performance of government. However, productivity 
measurements can be equally relevant to governmental organizations. 
These measurements could be applied in a variety of governmental 
organizations, including the Social Security Administration, the 
Immigration and Naturalization Service, the Internal Revenue Service, 
the Farmers Home Administration, et al. Productivity and efficiency 
gains are beneficial in that they free up scarce resources for higher 
value-added activity and insure that employees are fully engaged. 
Establishing these types of performance systems also requires that 
there be incentives for employees to achieve these goals. Accordingly, 
Congress should give some attention to broadening incentive 
compensation arrangements, thereby giving federal employees a 
financial stake in the achievement of objectives designed to bring 
greater quality, value and benefit to taxpayers. 

Another factor important to enhanced performance is competition. 

Unlike the private sector, many government services are not 
challenged to perform because they have a monopoly on what they do. 
Consideration should be given to having certain government agencies 
compete for the customers they serve. This might be accomplished, for 
example, by out-sourcing some services, having multiple government 
organizations compete for performing the same service and/or a variety 
of other mechanisms that permit the recipients of government services 
to choose among available service providers. 
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Mr. Clinger. Thank you very much, Mr. Lawrence, for your tes- 
timony. It has been very helpful. [Applause.] 

Let me call now on Mr. Moore, chairman and CEO of Cleveland- 
ClifTs Inc. 

Mr. Moore. Good afternoon, Mr. Chairman and other distin- 
guished members of the committee. I am very pleased to have Ae 
opportunity to speak to you about Clevelana-Cliffs’ experience in 
reversing serious business losses. As a representative of a company 
that has neen a part of the Cleveland business community for near- 
ty 150 years, I am also pleased to join in welcoming the panel to 
Cleveland. 

Cleveland-ClifFs is an iron ore mining company that manages five 
mines and pellet plants in Michigan and Minnesota with 5,000 em- 
ployees and an annual production capacity of 35 million tons. Our 
only customer is the steel industry, and a number of steel compa- 
nies have ownership interests in our managed mines. 

Although the role of corporations and government are different, 
I believe there are certain common principles in the management 
of structural and philosophical change. To illustrate, first allow me 
to present a brief review of the great wave of change that has 
swept over Cleveland-Cliffs. 

For 25 years prior to the 1980’s, the iron and steel industries had 
enjoyed growth and prosperity and had expanded capacity based on 
forecasts of steel shortages. However, in the first half of the 1980’s, 
the steel industry hit a depression wall and by 1986, five of the 
steel company partners in our mines had declared bankruptcy. 
Markets were stagnant, capacity in the steel and iron ore indus- 
tries was reduced Dy 27 and 33 percent respectively, and industry 
enmloyment fell sharpty. 

TTie market value of my company’s common stock fell from over 
$500 million to less than $100 million. Our company had over $400 
million of long-term debt and had reported significant losses. Our 
solvency was seriously questioned. 

In the face of this ominous threat, Cleveland-ClifTs committed it- 
self to elimination of extraneous activities, rededication to our core 
business, higher productivity, a return to ousiness growth and ulti- 
mately reward for all stakeholders in the company’s success. 

At a time of much doubt, we moved to restore financial viability 
and confidence in the company’s future. Many of the decisions were 
painful and counter-culture. In the 1980’s, we announced new busi- 
ness strategies, sold assets, suspended dividends and used our re- 
maining bimk credit to raise cash and repay debt. We closed un- 
competitive mines and restructured mining joint ventures, with- 
drew from numerous non-core businesses, froze salaries, tightened 
benefit plans, and reduced emplo 3 nnent significantly. 

In reducing the number of employees, we evaluated our essential 
needs and used attrition, retirement incentives and voluntary sepa- 
rations whenever possible. No arbitraiy quotas were established. 
We approached employment reductions for competitive survival, 
not as a pure business strategy. Even a wage concession by mine 
employees was restored earlier than scheduled. 

Notably, through decentralization and the various actions cited, 
we have reduced staff in our central offices by 50 percent since 
1981, while strengthening professionalism and productivity. 
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Our faith in our core business was demonstrated by acquisition 
of a large competitor in 1986 at a time of widespread pessimism 
about the future of our industry and our company. We inte^ated 
the two companies effectively while simultaneously engaged in the 
lareer restructuring process. 

An important part of this process was building improved rela- 
tionships with company stakeholders. This effort met with mixed 
success as certain stakeholders did not share our view of the fu- 
ture. As a result, Cleveland-Cliffs is probably the only U.S. corpora- 
tion to have endured the combination of two projw contests, two 
strikes and several partner bankruptcies during the last decade. 
Yet we have emerged, by staying the course, stronger and more fo- 
cused, benefiting from the impressive recovery of the integrated 
steel industry. 

Today, Cleveland-Cliffs manages nearly 50 percent of the North 
American pellet industry production capacity versus about 20 per- 
cent in 1986. Our worldwide annual sales capacity is 2 V 2 times 
what it was in 1986. Employee productivity, compensation, benefits 
and community taxes have all risen accordingly. 

As mentioned earlier, I believe there are certain principles from 
the private sector that can be adapted by government in respect to 
managing change and becoming more efficient. This has been dem- 
onstrated here in Ohio and Cleveland through the widely praised 
public/private partnerships. These general principles of changed 
man^ement include challenging and sharpening the objectives and 
mission of each unit, decentralizing administration, flattening orga- 
nizations to speed communications and eliminate unnecessary lay- 
ers of management, merging similar fimctions to eliminate 
redundancies and confusion, prescribing broad policy and perform- 
ance standards, leaving implementation to people who know what 
works best in their circumstances, and finally, not wasting time 
and funds trying to make more efficient those mnctions that should 
simply be eliminated. 

Bold action is necessary to effect major changes, whether in a 
company’s destiny or the budgetary status of government. How- 
ever, the responsibility remains to avoid categorical abolishments 
without adequate evaluation. For example, certain functions by the 
U.S. Department of Commerce, which is the target of at least one 
dismantling initiative, are vital to the fair trade treatment of U.S. 
industry in an emermng new world economy. 

In conclusion, I hope that the experiences and perspective of 
Cleveland-Cliffs have provided some analogies for you to consider. 

Thank you again for the invitation and I would be pleased to try 
to answer any questions that the panel may have. 

[The prepared statement of Mr. Moore follows;] 
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STATBIENT OF 
CLEVEUUD-CLIFFS INC 
1100 Suptrlmr Avmhm 
C 1*v«lMd. Ohio 44114-2E8S 
to tht 

COMITTEE OH OOVaMHOIT REFOm AMD OVERSISNT 

IKARIHO OH OOVEUHENT AEOAfiANIZATION 
July 14. 19SS 

PrM«nt«d by R. ThoMC Hoort 

Good Bornlng. Nr. Chairman and athar distinguished swaibers of the 
Committee. I am M. Thomas Hoore, Chairman and Chief Executive Officer of 
Cleve1and-C11ffs Inc, and I appreciate the invitation to describe Cleveland- 
Cllffs' experience In reversing business losses. As representative of a 
Company that has bean a part of the Cleveland business community for nearly 
ISO years, I am also pleased to welcome you to Cleveland. 

Cleveland-Cllffs Is an Iron ore mining company that manages five mines 
and pellet plants In Michigan and Minnesota with 5,000 employees and an annual 
production capacity of 35 million tons. Ha also manage two mines In Canada 
and Australia. Our only customer Is the steel Industry, and a number of steel 
companies have ownership Interests In our mines. 

The role of corporations Is certainly different from that of government. 
However, I believe there arc certain common principles In the management of 
structural and philosophical change. To Illustrate these principles In action 
In the Iron and steel Industries, allow me to present a brief review of the 

?roat wave of change that has swept over these industries and Cleveland- 
llffs. 

At the start of the 1980s, United States steelMkers employed more than 
400,000 people. For 25 years until that time, the Iron ore Industry had 
enjoyed growth and prosperity. Both Industries had expanded capacity In the 
1970s based upon forecasts of steel shortages. 

In the first half of the 1980$, however, the steel Industry hit a 
depression wall that has been well-chronicled. In turn, Cleveland-Cllffs 
experienced a shattering of Its traditional business structure. By 1986, five 
of the steel company partners In our mines had declared bankruptcy, and we 
faced stagnant markets with substantial unused production capacity. 

In response to the deterioration In basic Industry outlook, the steel 
and Iron ora Industries reduced capacity by 27 percent and 33 percent, 
respectively. Consequently, Industry employment fall sharply. 

The market value of Cleveland-Cllffs' common stock fell from S569 
million In 1981 to 574 million In 1986. Our Company had over 5400 million of 
long-term debt and had reported significant losses. Our solvency was 
seriously questioned. 

In the face of this ominous threat to our survival, Cleveland-Cllffs had 
committed Itself to a turnaround. This coealtment led to elimination of 
extraneous activities, rededication to our core business, higher productivity, 
a return to business growth, and, ultimately, reward for all stakeholders In 
the Company's success. 

At a time of much doubt, we moved to restore financial viability and 
confidence In the Company's future. Many of the decisions were painful and 
counter-culture. In the 1980s, we: 
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• Announced new business strategies. 

• Sold assets, suspended dividends, and used our reaalnlng 
bank credit to raise cash and repay debt. 

• Closed unconiietltlve elnes and restructured Mining joint 
ventures. 

• Withdrew froa nuaerous non-core businesses. 

• Froze salaries, tightened benefit plans, and reduced 
eaployMent significantly. 

In reducing the nueber of eaployees, we evaluated our essential needs 
and used attrition, retlreaent Incentives and voluntary separations whenever 
possible. No arbitrary quotas were established. We approached enploywent 
reductions for cowpetitive survival, not as a pure business strategy. Even a 
wage concession by wine aeployaes was restored earlier than scheduled. 

Notably, through the reductions In non-essential businesses and 
decentralization of adalnl strati ve functions, we have reduced staff In our 
central offices by 50 percent since 1981, while strengthening professional 1s« 
and productivity. 

Our faith In our core business was deaonstrated by Cleveland-Cllffs' 
acquisition of a large cowpetitor In 1986 at a tlwe of widespread pesslaism 
about the future of our Industry and our CoMpany. This was an enoraous 
challenge for us. but we Integrated the two coepanlas affectively, while 
slnuHaneously engaged In the larger restructuring process. 

An iwportant part of this process was building 1(^^ravsd relationships 
with Coapany stakeholders. This effort aet with alxed success as certain 
stakeholders did net share our view of the future. As a result, Cleveland- 
Cllffs Is probably the only W.S. corporation to have endured the coablnatlon 
of two proxy contests, two strikes, and several partner bankruptcies during 
the last decade. Yet, we have capitalized on the steel Industry's equally 
l^iresslve recovery and eaerged stronger and aore focused. And last year, we 
acquired another significant Iron ore cowpetltor, which Increased our annual 
sales voluae by 65 percent. 

Today. Cleveland-Cllffs wanages nearly 50 percent of the North Aawrlcan 
pellet Industry production capacity, versus about 20 percent In 1986. Our 
world-wide annual sales capacity Is two and a half tlwes what It was In 1986. 
Our shareholders have benefitted through a seven-fold return on Investnent 
since 1986, exceeding the popular Market Indices. Eeployee productivity Is 
up, OMployee coapensatlon and benefits have Increased, and coHHunIty taxes 
have risen. 

In suMMary, Cleveland-Cllffs has a special perspective on change through 
our distinct experience of a long period of prosperity, followed by the 
anguish of depression, the stress of restructuring, and the satisfaction of 
solvency and renewed growth. 

As Mentioned earlier, I believe there are certain principles froei the 
private sector that can be adopted by government In respect to Managing change 
and becoHlng More efficient. This has been demonstrated here In Ohio and 
Cleveland through widely-praised, public-private 07^13 ’95 12:42 These 
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Ganartl principles of change Mnagaaent that appear applicable to 
govemaent reorganUatlon Include: 

• Challenging and sharpening the objectives and alsslon of 
each unit. 

• Decentralizing adulnlstratlon. 

• Flattening organizations to speed conunicatlons and 
ellalnate unnecessary layers of nanagcsMnt. 

• Merging slailar functions to ellalnate redundancies and 
confusion. 

• Prescribing policy and perforaance standards rather than 
ruleboobs; leaving lapleawiitatlon to local people aha knou 
«hat Morks best In their clrcuastances, and expecting 
accountability. 

• Finally, not wasting tiwe and funds trying to Mke More 
efficient these functions that should siiply be ellalnated. 

• * * 


Bold action Is necessary to effect «aJor changes, whether in a cowpany's 
destiny or the budgetary status of mvemuent. However, the responsibility 
remains to avoid categorical abolishments without adequate evaluation. For 
example, certain functions In the administration of trade laws by the U.S. 
Department of Commerce, which Is the target of at least one dismantling 
Initiative, are vital to the fair trade treatment of U.S. Industry In an 
emerging new world econoeiy. 

In conclusion, I hope that the axperlencas and perspective of Cleveland- 
Cllffs have provided some analogies for you to consider as you pursue 
government reform. 

Thank you again for the Invitation to present the Cleveland-Cllffs 
story. I would be pleased to answer any questions you nay have. 
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The Honorable William f. Clinger, Jr. 
Chairman, Committee on Government 
Reform and Oversight 
United States House of Representatives 
Washington, D.C. a0515-38aS 

Dear Mr. Clinger; 


fi£i Hearing on “Creating a 21st Century Government* 

It was a pleasure to appear before the Coimittee last Friday, July 14. I hope my 
testimony and that of other panelists and citizens in the Cleveland area has provided you 
and the other Conmittee members with useful insight. 

I am writing to express concern about a false impression that may have been conveyed 
in the business panel's answers to a question about potential elimination of the 
Departments of Commerce, Education, Energy, and Housing and Urban Development. The 
essence of the business panel's response was that the focus should be on eliminating, 
merging, or re-engineering functions rather than hasty elimination of whole departments. 
These responses were consistent with the prepared testimony. 

Unfortunately, in the brief time available, a Committee member interpreted the 
panel's responses as advocacy for retaining the four departments, per se. This is not 
a correct characterization because the panelists advised the Committee to reexamine the 
missions of all departments, and then evaluate their functions to determine what is 
essential , what can be merged, what hierarchies can be flattened, what can better be done 
by state and local governments, etc., and to expect restructuring to be a difficult and 
painful process as it has been in many companies. In summary, the panelists emphasized 
attention to functions, not ’departments’. 

Following the hearing it was pointed out to me by a Cleveland-CUffs' officer who 
attended the meeting that the Federal Yellow Book , published by Leadership Directories, 
Inc., could be useful in commencing a functional evaluation process. The various 
offices, sub-offices, programs, etc. of the four departments in question are listed in 
this publication; and the names and telephone numbers of an estimated 5,000 individuals 
are included. 

Very truly yours, 

H. Thomas Moore 

Chairman and Chief Executive Officer 


HTMimjm 

cc; Members of the Committee on Government 
Reform and Oversight 

f2i€) 69U-5U f 
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Questions for M. Thomas Moore 

1 ) In your statement you referred to the need to reduce the number of employees. Could you 
provide more detail about your utilization of attrition, retirement incentives, and voluntary 
separations? 

2) 1 strongly agree with your statement that some general business principles are applicable to 
govenunent reorgaruzation efforts, such as creating effective missions and eliminating layers of 
management and redundancies. Please elaborate. 

3) Please expand on your principle to leave implementation to the people on site who know 
what works best. How can we cut through red tape to make this possible? 
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July 31, 1995 


Ms. Kristine Slimions 
Comnlttee on Government Reform 
and Oversight 

2157 Rayburn House Office Building 
Washington, B.C. 20515-6143 

Dear Ms. Simmons: 

S£J Hearing on “Creating a 21st Century Government* 

In response to Chairman dinger’s letter of July 18, 1985, 1 am 
providing as supplement to my testimony on July 14 the following responses to 
the three additional questions that have been raised by the Coimilttee; 

1) Staff reduction methods used: 

• attrition - all positions that became vacant for whatever 
reason had to be rejustifed If desired to be filled. 
Otherwise, a hiring freeze was maintained; and 
responsibilities of retained positions were expanded. 

• retirement Incentives - employees who met certain 
qualifications were offered enhanced pension, Insurance, 
health, and cash benefits If they opted to retire during a 
designated period of time. 

2) Effective raisslons/decentrallzlng/redundancles: 

• When Cleveland-Cllffs made Its strategic decision to 
concentrate on the Iron ore business, we realized that such 
businesses as electric power generation, timber harvesting 
and sawmill operations, water transportation of bulk 
coimioditles and oil and gas drilling were a detraction to 
our mission and capital needs. They were relinquished. 

• Our operating units were made more autonomous and 
accountable. All functions that could best be handled at 
the operating level were decentralized. As a result of this 
comprehensive change, we were able to eliminate completely 
an entire level of management which was housed In "district" 
offices. 


f?^6) 69ll-j700 
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3) People on site: 

A General Manager Is appointed to head up the management team at 
each of our operating units. The General Manager, who Is 
essentially the chief executive officer at the mine, reports 
directly to a senior operations officer who reports to the 
Chairman. The General Manager confers with senior management on 
policy matters and is otherwise fully authorized to operate the 
mine within the parameters of general policies and budgets. The 
performance of the mine management team is measured in terms of 
pre-established objectives and budgets as to quality and cost of 
product; and the total compensation of the mine management team as 
well as corporate management is a function of performance. 

I hope that this summary will satisfy the request, but more information 
can be made available if desired. 


Very truly yours, 

M. Thomas Moore 

Chairman and Chief Executive Officer 


MTM/na 
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Mr. Clinger. Thank you very much for your testimony. 

Next, I would like to call upon Mr. Frank Altimore, vice presi- 
dent for business process design with LTV Steel. Mr. Altimore. 

Mr. Altimore. Thank you, Mr. Chairman, members of the com- 
mittee, I would like to thank you also for inviting me here to testify 
at this important hearing. 

LTV Steel supports the current effort underway for your group 
to take a fresh look at how government operates. We especially 
commend the approach taken by this committee to hold hearings 
here locally to learn what other organizations have done to ration- 
alize, re-invent and re-engineer. 

My two collea^es preceding me in this discussion pretty much 
reflect the same kind of history that LTV Steel has had in the last 
decade of the 1980’s. In fact, I happen to be one of the customers 
that Tom was referring to that went into bankruptcy in the middle 
of his turmoil of the 1980’s. So I know precisely the problems that 
he faced and that TRW has faced as well, and LTV was not exempt 
from those. 

LTV is the Nation’s third largest steel producer, inteCTated steel 
producers. We operate a major flat roll producing facility here in 
the center of the city of Cleveland, it is the largest flat roll produc- 
ing plant in North America. We also operate major facilities outside 
of Chicago, IL and in Hennepin, IL. 

But I want to talk a little more in detail and focus in on a very 
specific initiative we undertook. We had an opportunity with a joint 
venture company to try out a new method of work system in a tra- 
ditional kind of structured organization in the steel industry. 

We formed a joint venture back in 1984 between LTV and 
Sumitomo Metal Industries of Japan and this joint venture is 
called LSE, the “L” stands for LTV, the “S” stands for Sumitomo 
and the “E” stands for electro-galvanizing, which is what this com- 
pany does. LSE is a small nlant located in our Cleveland facility, 
it produces zinc coated steel by the electrolytic deposition process 
for the automotive industry. It uses Japanese technology for that 

f trocess but it also uses mostly American equipment for the instal- 
ation. 

We began design and procurement of this joint venture operation 
back in 1984 in an abandoned building in the LTV property. We 
currently have a work force that consists of 94 employees, all of 
whom are salaried, even though 71 of these employees belong to 
the United Steel Workers Union. We have 23 management people 
in this organization as well. 

This ioint venture was formed in 1985 in response really to the 
demand from the automotive industry for high quality steel for 
automotive exposed bodies that would withsl^d corrosion prob- 
lems that we face in North America with salted roads, et cetera. 
If any of you have cars produced back in the 1970’s, you know how 
they dissolve rather rapidly, and if you have bought a car since 
1986, it still ought to look pretty good as a result of this new tech- 
nology. 

But we were looking at starting this plant operation in 1985 and 
as you heard from the previous two speakers, 1985 was not the 
world’s CTeatest year for steel. We were faced at that time with 
about 1,200 employees laid off at our Cleveland Works facility and 
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we were about to start a whole new plant operation and make a 
major investment. 

So we went to the Union and said look, we have an opportunity 
here to restructure the way we do work in this plant. We knew 
that what we had been going through for the last seven or eight 
decades in the steel industry was not going to produce the kind of 
competitive situation we needed to come out of this joint venture 
structure with, so we sat down and said let us try something new 
and different and we got the Union to agree that we ought to start 
with a blank piece of paper and redesign the whole work system. 
And that is what we did. 

You heard some of the speakers earlier today refer to cultural 
changes that have to take place, the redefinition of work, Ihe 
incentivizing of the workers. What LSE did was sit down and try 
and work out a new organization involving multi-skill work force 
and varying work assignments using a participative process. The 
quid pro quo that the company had to provide for the union to 
agree to this change in direction was that we would hire the initial 
group from the pool of laid off steelworkers. So we ended up then 
with having this new group of employees, 45 new employees, de- 
sign their own work. We sat down and said here are some bound- 
ary conditions, but we want you to design the joint responsibilities, 
what the pay system should look like. We built a pay system that 
had a variable component in pay; that is, a gain-sharing compo- 
nent, so that as business improved, the employees’ pay systems im- 
proved and if business was not so good, the company did not have 
to pay excessive amounts for labor. 

So working together then, this group of 45 people designed their 
whole contract, if you will, with very radical departures from tradi- 
tional designs. The point of all of this is that the people who were 
involved in the organization were responsible for designing the 
work, determining who did what kind of work, designing the pay 
system that they would be paid for the work, so that now we have 
an organization that is probably one-third the size of a traditional 
organization that would be operating the same kind of facility. 

So when you are looking for ideas on how to get worker involve- 
ment, how to incentivize workers to become more responsive and 
involved in the business, get them to sit down and figure out if 
they were designing the work what would it look like. You would 
be surprised at the creativity and tremendous enthusiasm with 
which this is greeted, and you end up then with an organization 
that finds ways to implement the cost reductions, the improve- 
ments in cycle time, the reduction in waste that we are all looking 
for and is necessary if we are going to compete in the future. 

These are some of the things that you might want to try to apply 
in small departments and various areas of government. Ask the 
workers what they think, you will be surprised I think sometimes 
at the response that you would get back. 

Thank you again for having the opportunity to participate today 
and good luck in your effort. God bless you on that. 

[The prepared statement of Mr. Altimore follows;] 
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L-S ELECIKOGALVAIOZING COMPANY 
A mOH PERFORMANCE ORGANIZATION IN ACTION 

tcftiOMoyof 


F.O.AitiaMn 

Viee Pnddnt - BofiaMt Pncot DMigB 
LTV StMl Caapugr 

bctectte 

Caaualnw n GownsMt RMnm aad Ovmiglit 
Uaitod S<a(M Haataaf RcpKMMalivM 

iMsrl4,199S 

ClcTetud,OUo 


Chair and Mat nben of the CammlUae, thank you for kwillng ma ham to taatify before 
this important hearing. LTV Stsal Company aupporta the sAorta ewrandy underway to taka a 
fresh look at the way the fadaralgovemmardoparalaa and wa especially cetTwnand the 
epproach taken by this oommittss to hold field hearings in ordar to learn whal other 
orgardzaUons have done to raltonalas. lelnvenL and rsanginaar. 

I would ■« to offarto the Commlttae a description of an innovaliva, high performance 
organizatian that we have created. It is focused on the customar and involvoc new approaches 
to work systems and organlzallonal structure. I baBeve that you wB find in this preean ta l io n 
some Ideas that could be lust as ap p Bcabte to govsmmewtoperallona as they am In the 
manufacturing sector. 

USE is a joint vantum b e twe e n LTV Stool, subsidiary of LTV Corporation, and Sumitomo 
Metal Industries, Ltd. of Japan (see Chart 1). The *L‘ siwids for LTV Steel, the 'S' for 
Sumitoma, and the *£* tar elaetio-galvanlzins, which is what the company does. Sixty percent 
of the LSE organicalion is owned by LTV and forty percent by Sumitomo. LSE is, In fed, two 
joint vantum companiee— LS^I, a fiftyJffty jolnl venlum b et ween LTV Stool and SMI, began 
operation in IMt In Columbus, Ohio. 
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Chartl 

Joint VoDinre Strnetnre 



The L-S Eleclr»-Galvantzing Company (ISE) praduoat ziitfrcoated staal forthe 
automotiva industry. It can aladrolyticaHy daposll zinc on ona or both sidos of the steel or 
differentially coat iL LSE uses a technology, devalopad by Sumitomo Mcrtal Industries. Ltd. 
(SMt) in tts Kashima ptant In Japan, that oonsista of twenty vertical plating cella. Steel is 
continuously run through a bath of electrolyte between a pair of anodes. The anodes are made 
of an inaoluble lead silver aOoy, and the electrolyte constats of a buffered zinc sulfate solution. 
When an electric currant Is applied between Are anodes, the zinc is deposited on the surface of 
the strip. About five thousand feet of strip are on Kne at any one time. 

On the entry and exit tarminats, the line speed is eight hundred feet per minute, and the 
process runs at 650 teat a minute through the cells. Capacity Is about 400,000 tons a year, 
shipped by rail and trucK. One hundred percent of the product is designated for the automotive 
industry for exposed automotive body panels. 

This is a truly InterTratlonal venture in terms of the major components of the facility. The 
electrical systema were supplied by General Electric, the mechanical systems by Aetna 
Standanf , the plating section technology by Mitsubishi Heavy Industries, and the computer 
systems by DEC and Bailey Controls. 

Design and procurement began in 1984 In a building that liad been abandoned at LTV 
Steel's ClevelarKf works. The building is about 880 teat in length and 480,000 square feet in 
area. LSE began Installing new equipment and one month later, well before the line was to 


] 
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start operatiom, began hiring the wofMorce. The plant had a cold run in February 1966 and the 
first preducbon in AprH. LSE produced its mlMionlh ton of steel in August 1 986, and its three 
millionth ton In February 1995. 

USE'S current workforce consists of ninety-four employees, all salaried. There are 
seventy-one bargaining unit people who are also paid a monthly salary rather than an hourly 
wage rate. The bargaining unit people ere members of Local Union 9126 of the United 
Steelworfcars of America (USWA). There are twenty-three on the management support team, 
Including three permanent Sumitomo engineers who act as technical support for the total 
operation, although the Japane se are not directly involved in supervision of the workforce. 

LSE has five crews consisting of fourteen team members and one process 
coordinator— In traditional terms, fourteen bargaining unit people arsf one turn supervisor. The 
plant runs twenty-one turns a srsak, seven days a sraek, around ttia dock. This is aecompNshad 
by rotating the five craws, which is an inlareating and uniqua innovation In the Unilad Stales In 
terms of scheduling people. 

BEGINNING THE JOINT VENTURE 

The Joint venture was formed in 1986 In response to customer demand. At the beginning of the 
1980's, automobile companies ware com p d in g over who eftotad the bast comslon protection 
vrarrantiac. The only products available at that lime to improve the corrosion resistance of steel 
body cars ware hol-dippad galvaniaad products. Unfortunately, this process was not capable of 
producing the surface quality for exposed auto body panels such as hoods and fenders. 

The elaciro-galvanizing process did produce lhal quality. American companies like USX 
had a NmKad capadty to electro-galvanias steal, but they could coat only one aide of the ateel. 
The technology exieled that could electroKleposft zkic, which provided a much mors uniform 
coating with much better surface characteristica. However, the necessary material could be 
obtained only item offshore producers, prirtdpally file ilapaneae. 

Because of the demand ftom automotiva customers, U.S, producers needed to Install an 
electro-galvanbcing capafaiMy, In 1983 and 1984, the steel Musby began to search for the 
available technology to provide e l e c tr op l ate d products for Its eustomors. 

LTV has had a long relationship with Sumitonw. In 1962, Sumitomo waa InstalPng a new 
hot strip mNI in Japan and asked LTV to train their operators for this process. This created a 
relationship that made Sumitomo receptive to LTVs raquesL years Mar, for help with the new 
electroplating technology. 

The joint venture was fonned to pravUe botti the technology and the expertiea in 
operations to produce these products in North America. 
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1>« yMr198S WM not ■ omt yev «or ttw «Ml Mu«y. In LT\rs ctawaM ptant, its 
loigaot flat ratad Moot plant, «Meh pfoduood about ok ndian ten* of flat raUod otool a yaar, 
theiB ware about tMMhw hundrad alaabwrfcara laid off. It waa bacomina obvieua that * 60011)000 
aa uauaT atould not keap LTV compalillua. Changaa «Mm nacaaaaiy to oompala and to 
maintain p roHt ab dity and vlabKty in tha Int a m a l i u n al marttat 

LTV had an ongoing fotatlonahlpiollh the a t aalwo ri ta ta ’ union at tha International lavai 
through Ha ooHactivo baigaining agraamanL In at a Un g thia now (aemy , LTV aald to tha union, 
TWahava a cbancato by sowatbing now and dBbmnfTWabagan an InwBitIgallon Into bottar 
waya to awilc with each othar, which lad to Joint labof-managaniantinaelvamant In partidpatlvo 
iyateioa, which in turn lad to the deaalop m a n t at tha LSEor ga n ba l t on. 

NONTRADmONAL ABRANGEMENTS 

LSE « In a thraawDay partnarahip: wdh tha atoatwoitiaia' union, wtih buainoaa, and with 
gowommant (Table I). LTV and Sumitaaie pmndad tha holding, and thoy alao dhdda tha praMs. 
Tha bualneaa and gouammentp a ttnaii h lp was more appilo ah ia at tha baginninoot tha Joint 
vantura. In partteutar. tha Dap a rtmantot Oav aiopina nt In Ohio pwnddadeonaidaiabta help with 
gianta far Intraabuolura work and training. The moat Importan t iala llnn ihip,hoiiwvaf, and tha 
pa rtnei ah ip that hao to work auary day, ia be tw ee n tha wortta and managamant 




> IMadWwhmkm ofOmmado 
iLTVi 


In the now organteaBon, the ioilen agreed to aoma very n enbwdWon a l a wangamant a . 
with tha quid pro quo being that L8E woidd racndl tha Mbai wortdotoa hom tha pool otlaidoff 
a to al w oik a r i toClayaland.ThalnBalgroMpotfartiMtvaaniptoyaaawataaalae tod a<lBraaattaa 
of toato and imarviawa. Tha too t in g ma a aura d apHuda and tochniealaidh, ouch aa 
mailhatnatica. machanieal, and atoetrioal laiowlad g a. Tha Intondawa wata than daaigna d to 
ovafeiato tha indhfiduala' altauda toward and Maraal in wortdng aa a toam in a partidpaliwa 
ayatam involving mullMhRa and vanring work aaaignmanla. THa group id talantad aiMduaia 
was hired and bagan thair trainbig ak morthe In advanoa of tha athodulad aiart-up tha lina. 

Tha trwiBV raqidramanla warn vary broad. In addhkm to obwioua training on operaUng 
thaequlpinent.cranas.oontnda,ete.,apaciactrainlnglnihatachnotogy(dthaala ct ro- 
gWvangkigproeaaawaareqiAad. Thia training waaaooompBahadwhh cl aaa m o m inatnietion 


• PMpRji^Hmi 
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and tMmmemban ww« tent to Japan for ofw to two «Maks of handMin training on tha (islv 
Ine at the Kaihima Woikt of SMt. Fuithar, bacauae toa oiganbaUon waa attampilno to 
bnpleinanl an onHialy naw cenoapl in managInB and otganianB work, conaktoraMa time Miaa 
apent In toam buHdkig aetivlliaa, problani aoMng toehniquaa and organbadonal behavior. Thaae 
akmatoafa put to the teat v*ien the naw group waa ai kad to design be OMW organization— 
complete tdih identWcation of nequirad Job ftaicbona, laqubed aMI levela, how to man and 
schedule the operation, and, moat ravahibonary: hoar much to pay them ae lve a ! The result of 
this activity is the L3E or ga niz a tion (Tabta II). 

RaspoTNlbillies are handlad jobidy. Communication and training are omphaaBadjnuch 
more than in other antaiprlaea. The coHeetiva daaign of the organization has bean a strength 
and a clNdlange. The design aiBS developed not by a fsar who aapecled the rest of the 
woiMoreetosImply accept k, but by everyone bi the company woiWng together (Table III). A 
vision tvaa dev e loped of vdiat the steady atatoeompanyarouldenconipaas and hoar the goats 
would be achiavad, kidudng atart*up proeaduias. Ma nags m an t and the wetkarsIdanliBad Joint 
goals and phlloaophy. 


, . TAHLEn ' • ■ 

caobOAtitZATiaM . ' . 



. OOMMIJIWOAtlOHBMmA^ ■ . 


• Nm aapkiyn oiiMttiiaa 

• Dillyhaabci 

» Meetly — o wmleg 

• Adhpernkbanhaisaeu 

• Cwsamrvina 

• rn— nitoi wieinp 

. ■ . ' ntADamEMWASis 

— — ,1 - ■ I 

• MuSlikait ttiWIag beat l» 

• Iswmny gearand 

• UnkaS 10 pqr !]«■> 
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TABUin 

, . o»aAW2ATOWAi.'i)eMqN 

. Oripoilly Mfnd by 111: 

~F«ri i M i j )' —« apn i i i B 
—A dibn i t 

-MUM iwh^plillgieyliy 

• CbodauiUy iapraviai pracan 
-New aaployMi 

-SoMml tanfeiii 


Steal indusby labor agreemanti contain many detalla that corporato-loval management 
and national unions usually do not allow the local paihes to address In traditional labor 
contracta. LSE's labor ag ree ment puts a great deal of responsibility on the local parties, which 
alone can generate a signifleant nuntbar of nontradiUonal agreements. The labor agreement 
defines a partieipalive process in atcsMon form, leaving the meat to be put on by the people In 
the plant (Table IV). 


: „■ • ' TA^nr ■ 

. NOtTOApmONAt. LABOR AtatBEtflOT : 

• PwtidpMive pnMMi 

• AD olwy workimt 

• P*yf»laowMg» 

• OiioiliaiBC 

• Enpbasb M loot pwly iwponilliillty 

• EiaplMfii oe prbUm Mtrt^ 


Pay for lotowledge and gainsharing are two elements of the pay system consideied 
nentradKianal. In the steel Industry, pay for knowlsdga involves paying sMIled ciett woiIibis for 
what they know; they do not have to demon s trat e their skills each day in order to be paid. 
People are taught as much as they can team; and then are paid «Wien they damonsbete 
competence. The expectat i on Is that employeas wID do what they know hew to do whenever 
necessary. Common sense becomes the primary consideration In this approach to pay. This 
concept has been rarely. If ever, a ppitsd in other organizations to such a broad scope of dubes 
that mbies operation and maintenance. For gamshartng, the responsibility for determining what 
gain is and how to share It is in the hatxis of a committee oomptiamg mainly the bargaming uniL 
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In the Mfty ctaget at LSE, aWcs thought that managamant wM letting thB ‘inmatw run 
the asylum* and that every worker would be at the top pay rate within fewo years. This did not 
happen because responsibility for the pay system was given to the workers— attd they behaved 
rasportsibty. 


JOINT RESPONSIBILITIES 

Considerable time Is spent solving probtems jointly (Table V), probably much more time than 
processing grievances. However, the rewards are a higher quality of work and, for employeee, 
afeeNng of wortdng on a worthwhile cause. Many of the iasuas handled Jointly at LSE are 
reserved for management in tradliional steel pterrts. For aotempte, managers do not meat new 
workers until after they are hired by the bargaining unit hiring eommitteas. These corhmlttees 
datormirte whether the new workars should be brought bite the organiiation. 



Scheduing is also dona by a bargaining teilt committee. Managamant dtecuaaas the 
needs of the buelnaes wilh that committee, which d evelo ps the schedules. Steel plants operate 
arourrd the dock in many operations, and the s ch edules sometime s seem to hswe been put 
together by a sadist. LSE scheduling oommiltoe mambars wore eagsr to improve on tradWonal 
scheduling, but the first committee attempts ware hustraUng. They soon dtecowered that no 
matter who works on echedufing.lt is not easy to satisfy everyen e . The bargaWng unit sat out 
to achiavs the onaltainabte goal of making everyone happy, but mambers wore more 
successful whan they spread the ‘misary’ around— a much oaater task. 

The labor a greament sets p ers m eters. It eats upper and lower fimite, for example, on 
the pajMdr-lswwtedge system. This is done In a IradMional way each time the labor ^peemert 
isrenawad. BuHwwpoopte get fkom the bottom to the top rate depends on the workers si the 
system, who are drawn primarfiy from the bargaining unit There ate some managsment 
represe n t at ives on the pay committee, but they are ueuafiy engineer s who serve as a resource 
fordevstoptngstdfibleetci. 
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standing committBes at LSE am fonnad i«han a need ariaas to addrecs an issue 
partidpatively. The labor agreement oontaint an annual review provision that detennines 
whether a standing committee or a special committee is needed to work on a specific project. 
These committees may or may not meet reguiaity. 

Among the standing committees at LSE is the safety committee, which meets regularfy. 
The vacation scheduling committee, which sets vacations for the upcoming year, is on the other 
end of the spectrum, meeting once or twice a year. Many of the items covered in the 'Standard 
Labor Agreement* are managed by the standing committees. 

EMPHASIS ON communication 

As noted above, there is an Important emphasis on communication at LSE. For eiample, a day 
shm worker (7:00 a.m. to 3:00 p.m.) Is expected to be at the plant at 6:15 a.m. to be briefed on 
what happened on the previous shift. At the and of that shift, the worker Is expected to stay and 
brief the worker on the next shift. Overtime is paid for these communication times. LSE 
established this design element in 1985, and even though the results are hard to quantify, this 
'face meeting' is a very real asset in the smooth operalien of the company. 

LSE is small enough so that all empioyses can meet once a month. This meeting is not 
mandatory, but typically seventy-five to eighty percent of the workforce attertd. Each month, the 
progress of the company is pre s ented to the entire group, Just as It had been presented earlier 
to management All employees need to know the successes and failures of the business. At 
LSE, Information is geared toward people, rather than managed away fiom them. 

Another area that emphastzes communication Invotvee the ad hoc problem-aolving 
teams that are created as the need develops. Customer visits, stlH another area stressing 
oommunicatian, are not unique to LSE, but tncorporate some approaches that are unique to the 
joint vertture. At one of the stamping plants, our people can step in, go on the shop floor, and 
ask the line operator, "How am the solutions wofUng to the pmblamamtalk»<f about?’ 
Informal detenminatlora are then made about solving whatever is left of the problem. Reduction 
of scrap rates from five percent to zero is an example of the results of this relationship. 

One of LSE's goals Is that every employes will make et least one visit per year to a 
customer. These vtsits are made on an ad hoe basts and through continuous improvement 
teams that are formally established jobilly by the company and the customer. For example, the 
GM Lordstown plant In Ohio has a standing eommitlae consMtng of a member of the LSE 
team, a customer technical service rapresantative, and sales person. The committee meets 
monthly, more frequently If necessary, and wwfcs on a specllic agenda of projects. 




I 




193 


After ■ steni^ commlttM ha* vMad a euatomar, K raporte on tha raault* of tha viatt at 
tha naxt team maeUnfl. TWe evaluation may tead to rav tee d oparaUng atendarda or other 
change* to accommodate a custoinar'* raqulraman te . Thaaa kMa of aC |)u * tmant a are legularty 
madaatLSE. 

EMPHASIS ON TRAINING 

LSE la b aa ed on training and pay for lai m utedg a . A program baaed on pay for knotwledge 
raqulrec a method to anaura that people can teere aa e their aMUa. LSE haa built muM-ckMed, on- 
th»job training laquiremante into Ha achadutng pattern. A ttending eommfltae anaurea that 
training na a da are datarmbwd before a probiam artaaa. Thia oommRtee identifias the content of 
the training a* wen aa how that traMng ia to ba mad* available. WM it ba available through the 
ataff of LTV Steel Or win an Inatructor have to be brought Hi from an oultide college to teach 
theory. Or can a quaMted inatruetor be found among tha team members. 

LSE amplayae* are never foroad to learn ajob, but tha opportunity la alway* there. 
Employeea decide what they will do, providing they are quaMad. Each craw handia* joba 
dMforently, dapending on how that crew regarda the lob aaalgnmants and the availabla talent 
pool. In aonte caaea, during the *faon* maattng llftean mimttec before the ahilt begins, the 
process coordinator asks who wards to do whaL allovidngwotfcars to pick their joba for the day. 

Training la aet up so that those vdw are not quall H ed to do oartain task* are able to train 
twofunwae k *. eighty hour* a mordh. to team ajob. Once they are com p atenL they can do that 
job at any bma. The etyediva is to teach each team mambar an the Jobe, including maintenance 
jobs. This may mean that someone I* packaging coU* one dsy and Is the entry operator the 
naxt day. Anothar team might choose to rotate aasignmants on a waaWy basis. This process I* 
vary flexibla, but the goal I* to ro ta te an em p lo y eea through an the Jobs, switching on a dally or 
weakly basis among individual jobs. 

Some of the training involva* apecWc ciasaroom varsus omthe^ob training. A now 
worker gets a base salary that is dasigna ta d by the labor agreamant. Then he or aha recelvea 
on-the^ bakiing for prooaea technical aMHa, the sWn* as a oda to d wllh running tha nne. The 
training oomndttae makes sure that a quaHfiad irtet r uct o r is there to train the worker, and that 
the worker's schedule parniR* training taro out of every twenty-five turiM. in other words. Hi a 
five-weak rotalHig pattern, live days per week, there are two beInHig turns available to team 
process technical aUns. 

In addition, there are irde r mediate tevs l skin blocks, which are maintenance skills, 
associatad with fbdng the kna. The Ina is diut dcwn once a month for planned outage 
maintenanoe, an activity in which there are many training opportuniliee. People who ward to 
learn mahdananoa sMlIc do so durkig the outage Hme. 
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For example. In a plating operatian, the alignment of anodes is a critical skHI that may 
requira two outages for a worker to team. VWien the worker thinks he or she knows how to do it. 
that worker is allowed to lead the job the next time, and these Involved in the operation, 

Including the process coordinator, decide during this damonstratian whether the employae 
knows the skiD. Satisfactory complatian of the trainiiH) might add $30-35 a month to the 
workers' pay. 

There are also advanced akMs that require seme theory. Unlike an-th»job training, in 
which an Instructor and a trakwe can ba schaduM through tha actions of a committee, a 
technical school insbuctor may have to be hired to teach Ihaoiy. If someone at LSE can teach 
theory, classroom time still has to be scheduled, and this is more dWicult to arrange than on- 
the-Job training. 

Everyorte at LSE taels oamarship in the training program. If something is not quite right 
they fix It; they do not wait until the next labor agiaoment to argue about flow to fee it The key to 
LSE's position as a premium suppliar in the Industry is that the people in the system have 
designed the plan that generates thair pay. 

STRENGTHS 

The strengths of the organaa tl on can be summartzad as fokowa (Tsbia VI): 

Q Ope n n es s — LSE Is an open orgengaMon where peopts do net have to make 
appointments. They are, however, expee t e rt to exercisa common oetxtosy. 

Q Invohromant— LSE tries to make aura everyone has a chance to be Involved in soma 
kind of participative acdvily. The company does not force paiticipatian, but it encourages 
people to partidpato in saitM commlltae. 

Q Cuiieiiltmr M i t -- Three Is a high level of commitment at LSE because tha comprehension 
level is high. Ifpeopleeomprehandwhatthey are doing. It is easier to commit to mutual 
goals. Without that understanding, oommibnsnl and joint purpose are not possible. 

Q Teamaplfit — LSE has had nine years of operation, including some slow periods of low 
automotive demand. The apirtt of the team was able to keep the buainesa in focus. Team 
members know as much about the business as moat middle managers in a traditional 
plant 
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table VI 


smeNOTHs 


, Butnut <bcui 


.CBAuEiK^^ 


, Balanoo paopk ad fmAiaioB Mmnw 
, MUBtiipiat “mw a^' 

, Ea^ u ptBoiin. . Avd Id ka^ 


CHALLENGES 

□ Balancing paopla and production cooMnw—Ths bloom on the participation IkMuar is 
very fragile, and the chill vrinds of production can causa It to arllher. But with good toole, 
good aod, and good stock, new btooms, as many and as nice as bofoia will appear. 

Q Time — This tasourca cannot be over-amphasiiad. The innevaliofa that LSE has 
undertaken take time to accomplish. If this is not realited, trying to make a success story 
out of the afforts is dmcutt. The innovations must be given the time they deserve. 

□ Eaey to premlea. , .hard to keep — In trying to ensure that people understand they are 
an asset and not a variable coat, management may say somelhing that may be 
interpretad as a pramisa. Although management doea not Irttend to break this “promise,’ It 
is sometimes peroeivad that way. Extra care must be taken to avoid promising something 
that la difficult to deliver. 

LSE is committed to being the nui^bar one eiectro-galvanlzinB supplier. This is a 
challenging goal that cannot be accomplished without the support of both management and the 
workforce acting together as partners. 

Labor-management ituiovsilons promote an abnoaphere of self-worth, reepecL and 
digriity throughout the company. All members of LSE have been able to reabe this, from top 
management to indhrlduala who work on the floor. bi this type of system, a worker does not 
punch In, do a certain amount of srork (or the least amount that can be gotten away with under 
the tradlttonal way), and punch out At LSE, people go to work because they want to, because 
they feel they are needed, and because they make a signillcartt difference. 


eN*|l*4rKMN 
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Qaesttoni for Frank O. AUiiiiorc 

1) Your organizaticHi cettainly has a new and innovative approach to die daily functions of a 
business. I would like sane of your opinions oa how the fiedeial govenunent structure could 
incorporate openness, involvement, and team ^iiit duoughout its agencies and departments. 

2) What is your position on the eltmination of each of the following federal departments: 
Commerce, Energy, Education, and Housing and Urban Development? 
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LTV Steel Company 



July 28, 1995 


Honorable William F. Clinger, Jr. 

Chairman, Committee on Government Reform and Oversight 

Congress of the United States 

House of Representatives 

2157 Rayburn House Office Building 

Washington, DC 20515-6143 

Dear Congressman Clinger; 

Thank you for your kind remarks regarding my participation in your committee's recent 
hearing in Cleveland. It was an honor for me to have that opportunity, and I was 
stimulated and encouraged after hearing the testimony of all the participants. I am 
particularly impressed with the thoroughness and determination exhibited by you and 
your colleagues. 

In response to the questions you posed in your letter of July 18, 1 offer the following 
thoughts. 

The application of worker participation methods to federal government structure and 
activities, I believe, would have significant impact on efficiency, size, and ultimately 
cost. There are several key aspects of designing such a system. First, the function, 
department, agency, or unit activities should be defined in temris of identifying the 
customer o1 the product or service that it is to provide. Second, what are the 
characteristics of that product that are required to satisfy the customer. Third, what are 
the key variables, or steps, in the process, that impact the product attributes. Forth, 
what are the limits or range of variation for each of those variables that must be 
controlled to assure the product meets the customer’s requirements. Fifth, how is the 
work best organized to accomplish the complete process. 

We have found that the best way to implement such a change is to envision the 
process from start to finish — draw a "map" or flow chart of the present process. Then, 
with a small team, imagine what the process would look like if it worked perfectly. 
Comparing the two process flows will identify many opportunities for improvement, or 
better still, may result in a completely new design. 
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This type of activity can be carried out in small departments or sections, or can be 
applied to very large organizations. The key to achieving results is to break the process 
down into small, manageable pieces and assign design teams of the workers involved 
in the process to come up with a new design. The result, then, has a high probability of 
success because those who have responsibility for the process created the design, and 
therefore have true ownership. 

This is a very short, cursory answer to a very large question. There are many 
companies, like LTV Steel, who have moved toward more worker involvement in the 
design of work. Workers have an intimate knowledge of the process they work in — what 
works and what doesn't. They represent an untapped resource, and when properly 
focused, empowered, and rewarded, produce significant breakthroughs. 

With respect to your second question, LTV Steel generally supports efforts to reduce 
unnecessary spending and bureaucracy in the Federal Government. We have 
extensive interaction with the Department of Commerce and we can offer comments on 
current proposals to eliminate or restructure that Department. We have almost no direct 
experience with the Department of Education and Housing and Urban Development, so 
would find it difficult to remark specifically. Similarly, although we have some 
involvement with selected programs of the Department of Energy, they are narrow in 
scope and do not give us the perspective from which to discuss the viability of the entire 
Department. 

With regard to the Department of Commerce, while we vigorously support the current 
effort to achieve a balanced budget, cut wasteful Government spending, and 
rationalized Government structure, we also recognize the historic role Commerce has 
played, as the one Government Agency whose pure mission is to promote U.S. 
business interests. Therefore, while some changes may be in order, we think the 
essential functions at Commerce must be maintained together in a single Cabinet- 
level agency, with adequate funding and personnel. 

Over the years, the Department of Commerce, in the trade area especially, has served 
the steel industry and the entire U.S. economy extremely well. Following are a few 
examples of how Commerce is providing outstanding leadership and service to steel 
and other industries; 

□ Ever since 1979, when Commerce first took over the job of administering U.S. 
antidumping and countervailing duty laws, it has performed this task in a fair, 
effective, and impartial manner that has served the U.S. national interest. 

□ In the closing days of the GATT Uruguay Round talks. Commerce exerted strong 
leadership that, in the end, helped preserve the effectiveness of U.S. antidumping 
law. 
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□ Throughout the ongoing Multilateral Steel Agreement (MSA) negotiations, 

Commerce has taken a strong and consistent position in defense of a 
comprehensive, effective, and enforceable MSA that keeps U S. trade laws and 
trade law rights fully intact. 

□ Commerce has excelled at developing information on foreign barriers to market 
access and providing export-related services to U.S. manufactures-activities which 
are increasingly important to the U.S. steel industry and its customers. 

a During the NAFTA negotiations and in the period leading up to passage of the bill 
implementing the North American Free Trade Agreement, it was often Commerce 
that provided the critical analysis to steel and other industries about the potential 
benefits and costs of the important agreement. 

□ Whether it is the U.S. - Japan auto talks or the planning for a hemisphere-wide free 
trade agreement, steel and other industries — as well as U.S. trade negotiators — have 
come to rely on the substantial regional and industry expertise that exists at 
Commerce. 

LTV Steel, also supports maintaining the current private sector advisory committee 
system which, as previous Congresses and Administrations have recognized, serves 
the national interest at virtually no cost to the Government. 

Finally, I would like to thank you again for the opportunity to participate in this process, 
and wish you and your colleagues every success. America needs it! 

Sincerely yours, 

\ ^ ^ 2 ^ — ' 

F. O. Altimore 
Vice President 
Business Process Design 

LTV STEEL COMPANY 
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Mr. Clinger. Thank you very much, Mr. Altimore, we appreciate 
that. 

I am now pleased to recognize Karen Kleinhenz. 

Ms. Kleinhenz. My name is Karen Kleinhenz and I am presi- 
dent of Society National Bank’s East Region. 

On behalf of Ke)<!!orp, I would like to thank you, Chairman 
Clinger and members of the committee for giving us the oppor- 
tunity to talk with you today. 

KeyCorp is a $68 billion multi-bank holding company that cur- 
rently operated over 1,400 branches and aiiiliates in 25 States 
stretching from Maine to Alaska. 

What I would like to talk about this morning is a little bit about 
the strategic planning effort or the corporate restructuring that is 
not yet complete at KeyCorp, but in fact we are in the midst of now 
as we speak, and that planning effort is called First Choice 2000. 
It is probably about this point in my remarks that I would nor- 
mally mention that KeyCorp is this country’s 10th largest banking 
organization. However, that leads immediately into the reason for 
our restructuring and that is what is happening today in the finan- 
cial services industry and the rapid consolidation that is taking 
place among banks. 

When my remarks were drafted, we were indeed this country’s 
10th largest bank, but already with two announcements this past 
week and most recently in the last couple of days the announced 
merger of the National Bank of Detroit and First Chicago, our 
scene is changing much more rapidly than we could have ever even 
imagined 5 or 10 years ago. 

So we need to restructure and think about the way we do busi- 
ness for many of the same reasons that my associates have spoken 
about, but we are probably an industry that is most recognized as 
changing beneath our feet. Our competition is changing, we con- 
tinue to compete with the same types of traditional organizations 
that we have in the past, but our competition now indudes such 
non-bank companies as Sears, GE, Fidelity and so on. 

We need to change because lifestyles are changing, demographics 
are changing, baby boomers are aging, a tremendous amount of 
wealth tremsfer is just beginning to take place. The way we live 
and work is not the same as it was in the not so distant past. Two- 
career families, many mothers working outside the home, the way 
people would like to access financial service companies, the way 
they would like to get their money when they want it, how they 
want it, is not the same as the 1950’s 9 to 2:30 hours that most 
of us can remember for traditional bank offices. And finally, we 
need to change and we want to change because of the rapid techno- 
lomcal revolution that is occurring. Our industry is based on tech- 
nmogy tmd the ability to move funds and move paper and deliver 
products and services in veiy rapid fashion. Technology is going to 
change the way people do tneir banking in the future and society 
must respond to that. 

We started by first defining where we wanted to go and what our 
vision was for the future. And that vision is to be the first choice 
of those seeking world class financial products and services. Once 
we knew where we wanted to go, we also defined what the core val- 
ues of our company were, those basic guiding principles which un- 
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derlie and form the foundation of everything we do. And those are 
things such as quality, such as protecting the integrity of our em- 
ployees, of our shareholders ana of the communities that we live 
and do business in. 

From that came First Choice 2000 or the defined strategic plan- 
ning initiative, and that has five core ingredients. The first, as has 
already been talked about in several ways today, we needed to de- 
fine what we did best and we will concentrate now on four core 
businesses which we view as our inherent strengths, and those are 
community banking, private banking, national consumer finance 
and corporate finance. 

The next core ingredient was to develop customer segmentation 
strategies so we can match responses to needs rather than forcing 
customers to adjust their needs to what we have to offer. And sim- 
ply put, this is designing our company around segments of cus- 
tomers, instead of designing our company around products, which 
we hope ihe customers will be interested in. 

The third core ingredient is an emphasis on technology, which I 
have already mentioned, through which we can respond in a tai- 
lored way to needs and do so quickly. 

The fourth is a reliance on sophisticated marketing data so we 
can pinpoint customer needs. 

And finally, regionalization which will allow us to harvest the ef- 
ficiencies of operating as one bank nationally. 

The hallmark of our effort involves the customer and really keep- 
ing the customer needs and the customers desires at the forefront 
of our thinking as we develop these strategies along the way. We 
need to balance the needs of all of the stakeholders in our company 
and that is the customer, that is the employee, that is the share- 
holder group and that is the community. And we have tried to do 
that very carefully. 

One of the major foundational aspects of what we are doing is 
to keep decisionmaking as local as possible, recognizing that how 
we do business here in Cleveland, OH and what the customers in 
Cleveland, OH want in their financial services may be similar to 
customers across the country, but in fact there are very specific dif- 
ferences to different parts of the country, different kinds of cities, 
sizes of cities, be they large metropolitan areas, mid-size cities or 
rural small towns in which we operate a large number of branch 
banks in other parts of the country. So we designed our system 
with the user in mind. 

In conclusion, I would say that we are feeling quite successful in 
that effort and that every aspect of what we are doing, every 
project, every action of our jobs is taking place to focus profitably 
on satisf^ng customer expectations whomever that customer may 
be, whether that customer be the person who needs the value 
priced checking account or that person be someone on the other 
end of the scale who is in the market for more sophisticated prod- 
ucts and services. We feel our success depends on capable leader- 
ship, which not only understonds customer expectations, tech- 
nology and the global marketplace, but equally as important, as 
Fraini said, understands people, their responses and their needs as 
we crafl our strategies for the future. Thank you. 

[The prepared statement of Ms. Kleinhenz follows;] 
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TMtimeny Of 

Kuwi R. KMnhwiz 

RagioMi PiMidMit 
SocMy NafioiuU Bank 
AKayCeipBank 


Tha Co mm ltlM On Oovammant 
Raterm And OvanigM 
UniM BMm Heuaa Of RapnManMivaa 
July 14. 1998 


I. Introduodon 
Mr. Chainnan: 

My rwma la Karan Klatnhanz, and I am tha praaidant of Sodaty National 
Bank'a Eaat Ragioa 


On twhair of KayCorp, I would Uka to thank Chairman CBngar, 
Rapraaantativa LaTouratle and tha Commitlae forthia opportunity to appaar 
befora you today to addraaaiaaiiaa of Exacutiva Branch raoiganization. Wa're 
honorad to ba part of thla dMInguiahod panal and to ahara aoma inaighta on how 
one nationwide banking company haa raorganized Haelf to beat serve our 


cuatomera. 
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Wto are part of KeyCorp, which is the nation's 10th tarpest banking 
company. We have $68 billion in assets and more than 1 ,400 branch and affiliate 
offices In 26 states stretching from Maine to Alaska. 

Ws are the nation's third iargest small business lender, Its fourth largest 
agricultural lender, the seventh largest consumer lender, fourth In equipment 
leasing and ninth In corporate lending. 

I mention these stetiBtics to underscore the breadth and complexity of our 
operations. Wa have eight million customers - which means that our customer 
base is the same aiss as the populations of Sweden and Switzerland. 

These numbers also suggest that - whfle the parallels are far from perfect 
- we as a private company must address on a trans-continental scale some of 
the same challenges facing our goverranent Specifically, how do you best 
structure and manage a nationwide organization to deliver an array of products 
and services responsively and effiderttiy? 

As does the federal government, we have staffs and offices across the 
country on street oomers, main streets and in mails in hundreds of communities. 
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And we, like the federal government, muet respond to infinite permutationa 
of neode end dreams - buying a home in Anchorage, Alaska or Tampa, Florida; 
building a business In Wyoming or Vermont; crafbng a care-ftae retirement 
wherever one wants - or what is more mundane, getting one's banking business 
done at 1 0 pm, after the kida are finally asleep. 

It may be helpful to this Cotnmlttae's deliberations If I can briefly outline 
some of the weys in which KeyCorp ie reorganizing to help our ouetomars meet 
those needs and reach those dreems. 

II. Raepondino Locally: Operatfng NaHonaliy: Ooale and Praceea 

The short answer is ‘Fbat Choice 2000,* KeyCorp’s business strategy for 
the next five years. This is our roadmap to bankino’s future. It ooncentraies our 
eflbrts on four core business segments and it puts an emphasis on local control 
and decision-making. 

It also allows us to respond Individually to these apacffic arxf MMMy 
variable needs of our customers - whather she be an apple fanner in Central 
Washington, a machine shop operator in Dayton, Ohio or an Inner dty home 
owner in Syracuse, New York. 
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The Tint Choice 2000* neme nflecte the eepintions which fml the 
■trategy; to be the tint choice es vm approach the next century of customen 
•eeldng world daaa financial products and services; the first choice of employees 
because of the ways we manage talent; to be the preltorrad financial services 
institutions In our communities, because of our dvlc involvament and. from our 
shareholder's standpoint, to be among the top 10 loading financial service firnis. 

The reorganization began last August with an intense, six month long 
reexamination of who we ware, what we did best and where we wanted to go. 
With the Involvement of several corwulting firnis, over 100 employees from across 
the company, including the most senior executives, divided into four project 
teams which set about analyzing our operations. 

Historicaily, KeyCorp has had a strong local presenoe in communities 
across the country. However, we were also a national bank. The taak has been 
to belanoe our neighborhood responsivenoss with the national efliaienciee found 
in standardizing some products and operations. 

TTieae taams came back this past January with their preliminary synthesis 
of a oorporata strategy bulk around core themes and initistivas. The guiding 
principle would be to reorganlzs around customer segments, not around products. 
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Such a transformation may team HerculMn for an ofsanizalion our lize. 
Indoad, it is a miyor undartaking that is stiU undarway. Yat wo submit, givan tha 
nature of thaAmertean population and givan tha compatWva and cost praasures 
of tha timas In which wa Hve, M Is a stratagy which has much to command tt. 

Tha stniagy has fiva core ingraCUants; 


1. Aoonoafltra(fononfouroorebuBfoaaaBs,whichwoaaaasour 
Inharent strengths - CananunMy banMm. private banUng, 
national oonsumar finanos and eoiporate flnanoa; 

2. Cuteamafaagwanteaan te f a te ii^ .aowBcanmateh wapcnaaa 

flOT^Wi IRIVi CU^teDiliBlv ID DmuK mDDOv iO 

whatweofhr; 

3. An antphaais on toohnofogy. through which wa can reapond in a 
tailored way to noads - and do M quicMy; 

4. A laianoa on aopMtefoalatfniarfiaring data, so wo can pin-point 
customornaada; 

5. And regfo n afcaflon, which, by 1BS7,wi allow us to harvaat tha 
aflioianciaa of oparating as oiw bank iwtionaly. 

I might add that this last point, ragionalization, a a direct bonatt of tha 
reoantly pasaad Interatate Banking act WHhout Ns paasaga wa would sdN nood 
to pursua this strategy, but WB would ba burdanad wNh oparating as 15 aaporate 
banks, with 15 boards, 15 chatters, and a8 tha compM ca lions of a more contorted 
togulatoiy maia. 
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III. Th* IngradiMitB of RMpoiwIv* ManagMMnt 

The common intention knitUng thooe oiganizetional elomants together is to 
respond to the customer. The guiding visien, the pole star as we navigate to the 
21st century, is the shift from an organization sfructured around the products we 
offer to one organized around the needs and expectations of our customers. 

While this is not a new thought these days, I’d like to alaborale on several 
ingredients of our approach to responsive management in financial services 
which may be moat relevant to reorganizing government 

Core fiusfeessax; Ws believe that the lUture belongs to thooe who 
specialize. Ws cant be ail things to all people. We have chosen to capitalize on 
core relationships and compelancias, such as small bu s i n e s s and private 
banking. 

Customer Sogmentadton; To respond to the different needs of different 
markets and customers, employees at the local level have much more authority to 
make decisions today - they know their customers; they Jlv« in their communities. 
In the future, branches themaslvas win be increasingly customized to spedflc 
customer segments, such as retirees or small bustoesaea. 
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As a result, bank amptoyaas wll naad to ba more knowMgeable and 
better trained, because they wW be servirni an advisory role, In such maltere as 
invastmant managamant and flnancM planning, not amply a salea or ctetical rote. 

Technology: Rapid technological changes are now aHowing us to meet the 
euetomer where he's at He can have control over when and how ha banks. 
ATMs, 24-hour cuelomor phone support, biteractiva vidoo banking, the coming of 
on-line at home banking all put at our dispoaal tools to serve cuslomem that dldnl 
exist a decade ago. 


The United States now has 23 mUten oaluter phone ctwtoman - up (torn 
nearly zero a decade ago. It has 38 mUtion subecribere to the Internet Roughly 
one4hird of ail homes have a personal computer - thus setting the stage ter 
remote banking. 

Already at KeyCorp, for example, our 24-hour, 7-day a week telephone 
centers for customer service, te te ss tei, a small businass resource center and a 
customer infbline. These handle more than 3 million calls a month. 

As evktence of these vast new fronters technology has opened for more 
responsive euetomer service, the steflb at these Centers now, day or night and 
immediately, can answer customer questions about their accounts and other 
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tanking raMiomhip*, raMlva prabiaim and MM M a 24-haur nlM offlee. 

Each month this yaw, ovar 2,000 euttamm hm appUad fiar leans (war 0w 
phona. lnthis,banidno‘s(lMtsatorawln8dalwarychannsl,eustonierado1hair 
banMno onthairschadulas, notouia, 

Rfght Tfena kkrtmUng: Tachnelegy has another patH)ff. as wfsl, In our 
Quast for lasponsiwa nmaQamsnt Ws srs movino Oom mass maihaiins to 
taiBadng domooraphicsaomanti — and uMmaMy talorino eurmaikatino to each 
eualomar btdMdualy. 


K is a ohM tarn *maas* to *ma' ffladiolinB, ona that has baan mada 
poasUa, again, by thalmmanaa. hig h ipaadpna B iisIngcapaclly of today’s 
compulsr technology. Feraaanpla, wahawsnniniinlivaoalodT1M,erTilggarad 
Immediacy Mariat l ng. TIM Mi us pkKpaMoOiar products sMch may ha of 
IntMwt to our iwiif loM cutloiiiinf 

H autornalss Iha darnograpMo, anancW and Hsslyla MemMlon oolaolad 
from 120,000 monthty loan appica t len s . Analyihig that I ntara a tlon. wa can 
ganaials Mlara and phona cals to new customors about other products, hawhig 
oompoiad thair proMss to the Msrosls of othor. shnlar cuatomars. 
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Grwrtad, in the government context this approach can raise Issues of 
privacy and individual fteedom. But the point Is not the specific application, but 
the intention to find ways of responding to oonatHuents and customers as distinet 
individuals, living in very dlffisrsnt ocmmunitles, rather than as undifferentiated 
categories living in Anywhere, USA. 

IV. TlieRoato of Change 

Let me put in perspective why we have had to change our ways of doing 
business. Banks have been losing martrat share -constituents -the past 30 
years. Banks have lost much of their domlnanoa of the flnandaimarkalpiaoe. 


• Banks' share of alftnncfafHSSti held by flnwidaiinatltultons has 
dropped almost in half, from 40 per cant in 1873 to 25 per cant in 1003; 

• Commareial landing at large banks -hMoricaly the core of the banking 
buehtass - has dropped fram 65 per cent of the total short tenn borrowing 
of non-financial ootnpaniss to 36 per cent; 

• Bank's share of businasserodil shrank from 45 par cent in 1880 to about 
30 par cent by the drird quarter of 1883. This Is whle total buainsas credit 
in the U.S. greivfrom $2 TO 63 trIWon. 

• In 1083, the U.8. had Oiiaeofthe world's largest 20 banks In assets; 
today, noamsrtcanbankiein6iatop20. (The efosest Is CiUoorp, at 28.) 


The IsrgastAmarican financial tnsMMIen Is American Syrass. Bankstoday 
must compete with nctvhstrks, such as Sears, Ms n 1I I Ljrnch.Osnstsi Motors strd 

INm 
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Th« bankino Indusliy, in short, has baan feroad to raslnjetijm Itaair 
dramatioally. 


If this histortoal trend is spaeffie to the banking Industry, anolhartha 
Golath pr es an c a of tha Baby Boom ganarebon is net Ka Impact on tha delivery 
of sarvioes, both gowemmanlel and private. Is a doMng fotoa of our time. 
D e k ass n 1980and2010,lhanumborafAfflaiieansintha46tD64agarM«a- 
tha poet4Morld Wsr II Baby Boomafs - wi kwreasa by 68 pareant 


This ganaradonal tidal vmva wB faa shaping tha products, aatvioaa and 
daBvery syet smilnbanldngandgove mn iantlbryenniahaad. Onabank 
oonsuttant Edvmrd Furash, explains thalr banking Impaot this way; 


Hha damographics point to a ganaralion of Baby Boomars 
that is, on ttw whole, better arkweied, mors sophMicalad, 


inojf aBS muUHir 


They wH want mors products, md mon kilbimation about those products. 
They win demand more control and o envenlenca. To ouooaashjNy oompata wHh 
norvbank financial senrioes companiae, banks must taVor products, servicas and 
deiivory channals to maat tha changing needs, Nfestylaa and pretorsnoas of Baby 
Boomars. 
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Tmm>aivc/KaMtR.tailnlma—July14, laas^pagUl 


Cannot tiM saim ba laid for govwnnMnt IlMir, fMlng « laige ■ 
oorattiwnoy m these Beby Boomers? 

In short this Corinittse fsoss e tiuokel. as II were, in iMiiy wsys siiniler to 
that lacing other nation-wide, sofvlosorganizaliotw. It Is a one damandino 
fsspeet and attention -and dem an din g It aBiaf through their podra t beo k s or their 
votes and support 


These constHuenti requite snow kind of rospntws hem the InsUtuMons 
that ate the underpinntngs Of thek c omm un llles, be thanks or government 
This Commttse Is responding to be Members' and tha American peopla's sense 
of disaatisliBclion with the ways that the fsderal government Itself poesKrly the 
ultbnats senrioe business, delvats. Ws In banking are responding to a dtlsient 
but releted, oonsttuent dI ss e tM acbo n . Your oonsttuerrts eepress dtssstlsiectlon 
with thak votss; ours do so wMh thek tsat 


KeyCorp's First Choios 2000 is one modal, which vire hope can be 
btstrucUva or, at the least though-provoking - a model which keeps its eye on 
llordbMy, loeel oontrol, choice and, utknatsly, the customer. 
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Questions for Karen R. Kleinhenz 

1 ) In your prepared statement you advocate responding locally and putting emphasis on local 
control and decision-making. I agree that some of the functions of the federal government can be 
better carried out by state and local government structures. Could you explain the pros and cons of 
local decision-making and your suggestions for our localization efforts? 

2) What criteria was utilized by Society National Bank in forming the elements of the four cote 
businesses, and how would you suggest incorporating these elements within the federal government 
structure? Once the cote elements were agreed upon, were the discontinued functions of your 
organization transferred or eliminated? 
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ON LOCAL CONTROL AND OEaSION-MAKlNG 


U. S. banks, like other corporations and companies, are learning that in the competitive 
environment they operate, long-term profitability ukiniately depends on satisfying customer 
needs. That’s difficuH to achieve from a centrally-managed, corporate-headquarters-driven 
approach to business. One of KeyCorp’s straigths has been in designing a degree of 
autonomy into our various branches and regions around the country in terms of pricing, 
product sets, and community-relations initiatives, for instance. While we offer our 1,300 
“stores” the capital strength, product-development and technology expertise of a S68 hillion 
financial-services company, deliverv is very localized, and we constantly ask our salesforce in 
the field to feed back useful information into the corporate “clearinghouse.” 

Indeed, our First Choice 2000 strategic plan calls for redesigning our branches around the 
country into facilities focused on certain customer types and their particular locations. Put 
simply, branches will no longer he generic, one-iize-fits-all. A KeyCorp branch located 
adjacent to a college campus in Ohio will oiler different products, staff expertise and delivery 
methods than one in small, farming community in Washington. 

Companies that don’t listen to American consumers, who arc soplusticated buyers of financial 
services, technologically literate, and accustomed to making choices based on their schedules 
and needs, will not be profitable for long. 


DETERMINING KEYCORP’S FOUR CORE BUSINESSES 

KeyCorp’s First Choice 2000 strategic plan grew out of an exhaustive, eight-month analysis 
of the company’s fines of busincas by a team of about one hundred managers and staff from 
across the company, led and championed by President Robert Gillespie. The group 
examined business process, competition, financial returns of various product lines, and costs, 
all within the context of a willingness to create a new company that could evolve to a highly 
profitable, nationwide provider of financial services between now and the year 2000. 

The four business lines chosen represented areas where we had competitive advantage in 
terms of people, products, marketshare, technology, and distribution. In one case, national 
consumer finance. First Choice 2000 calls for the devdopment of a new line of business that 
groups several former areas, and adds new product tsqics. Generally, however, the plan sets 
out to double the number of product relatiooships we have with our 3.4 million retail 
customers from 1.9 to 3.8. 

The strategy has — and will continue to — involve the acquisition of businesses, outsourcing, 
divestitures, and other activities that will focus KeyCorp on these core customer segments, 
efiicieot delivery methods geared to those segments, and double-digit earnings growth. 
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Mr. Clinger. Thank you very much, Ms. Kleinhenz. 

Finally, the final panelist on this panel is Mr. Roger Sustar, 
president of Fredon (Jorp. Mr. Sustar. 

Mr. Sustar. Thank you, Mr. Chairman Clinger, Congressman 
LaTourette and the rest of the panel here. This is truly an honor 
to be sitting up here with Cleveland-ClifTs, LTV and TRW and Soci- 
ety Bank — wow. 

I am just a little tiny corporation out in Mentor, OH, we are 
called Fredon Corp. We are a 26-year old business, we are an old 
line business, we make precision machine parts and assemblies. As 
you see choo-choo trains going down the road, inside the diesel en- 
gine is our parts steaming away to make the thing go. 

I have not much of an education, I am a graduate of HKU, hard 
knocks university, magna cum laude, I have been screwed, glued 
and tattooed in 26 years of business. 

What you people call restructuring, downsizing, smartsizing — all 
of those things — survival, price reduction, I call them survival in 
the business world. 

From 1985 to 1995, we have halved our employee base and our 
sales have remained the same. Our sales have gone up in those 
years with half the employees. 

In 1985, after buying out our partner, we had different general 
managers, I had in 1985, 1987, 1989. Then sometime in about 
1989, our general manager left us and went to our competitor to 
start more competition against us. Not knowing what to do, I called 
a staff meeting, a meeting with the supervisors and key managers 
and sat down with them and went over my problems and what we 
planned to do and what we would like to do. This became like a 
daily affair, I would go over with them and share with them my 
losses, my successes and all the things that we had done in busi- 
ness. In fact, this evolved into doing mings like telling them about 
what our profitability is, telling them how much expenses we 
spend, telling them what we do, telling them where the income is 
coming in, M^ere the income is not coming in. And like Mr. Law- 
rence said from TRW, price reduction requests by our customers. 

We are forced every year by our customers to reduce prices 8 per- 
cent. Granted, we do not give them 8 percent because it is veiy dif- 
ficult sometimes, but we may have to go 4 percent, 3 percent, 2 
percent or some innovative idea on payments to teach strategies for 
them. 

We even got to talk to our employees and ask them to help in 
training. We have heard a lot about training. We have a program, 
as Congressman LaTourette says, we take mgh school kids in the 
Explorer program, we are registered with the Boy Scouts of Amer- 
ica, and we teach youngsters how to manufacture parts. We actu- 
ally have them build and construct an entire cannon and let them 
take it home with them at the end of the year. We go firom Septem- 
ber to June and the cannon is about this big. Our foreman just 
fired his over the 4th of July three times and said it really makes 
a tremendous power impact. The kids really enjoy this. We have 
got more youngsters waiting in line to come to work for us than 
most companies do. We have got two young apprentices with us 
this year. We have got one starting in a tech center next year be- 
cause of this. We are very, very fortunate. 
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This open communication that we do with our emplcwees, with 
our staff, the team concept, whatever you all want to can it, what- 
ever kind of names you want to give it, TQM and all that stuff— 

I just call it open communications and sharing with your employees 
whether or not you are breaking even, whether you are profitable 
and what to do. When you are losing money, it is very, very easy 
to share with employees and staff what you are doing. When you 
are profitable, as we have been this last year, which has been a 
God-send, it is the opposite effect. The employees work extra hard 
to try and do things to help you. 

Being in busines^ you know, we have to sell $1 before we can 
spend $1. And hopefully we are fortunate enough to spend 99 cents 
so we have a penny left over so we can invest it in our future ac- 
tivities. That is the difference between us and the government. The 
Federal Government spends $1.20 to $1.25 for every dollar they 
collect. [Laughter and applause.] 

It is true, we know that. I have been told it is $1.25. 

So their question is, you know, the government cannot survive 
within its means and business has to survive within its means, we 
have to spend less than what we are taking in. So that is why what 
I suggest is zero-based budgeting. 

There is a short little section here of an article that relates to 
OSHA that was written by John Jenson from Precision Metal 
Forming Association. I would like to kind of read this to you, it 
really hits the nut right on the head. It says, “It is sad to realize 
that the regulatory juggernaut keep rolling along out of control, im- 
posing ever greater costs for ever smaller gains. In spite of the talk 
of downsizing, cutting Federal employees and re-inventing govern- 
ment, we are actually experiencing a regulatory explosion. The 
rules are multiplying faster than a room fiul of raobits. Little won- 
der Federal regulatory spending is at the highest point ever. The 
Occupational Safety and Health Administration, OSHA,” which you 
have heard a lot about today, “for example got a 7-percent budget 
increase this year along with an increase in staff and several other 
regulatory agencies received considerably more. Somehow that does 
not seem like downsizing to me. As a matter of fact, the growing 
heap of Federal regulation now comes to 202 volumes numbering 
101,803 pages, according to the folks that keep track of such 
things, and that does not take into account State regulations. The 
cost to our economy caused by all this regulatory activity is esti- 
mated by responsible observers to exceed $500 billion annually. 
That smarts.” 

So as I was saying, what my suggestion is, it is easy to share 
and it is easy to get better. All younave to do is to communicate 
with your employees and get your employees and people to come 
back to you and give you ideas, as the gentleman from LTV Steel 
said. Our employees are constantly mving us ideas and sugges- 
tions. Just yesterday, we saved a cou^e thousand dollars, our em- 
ployees took off in tne afternoon. Two young ladies took our pickup 
truck, went to the nursery center, oought about half a dozen 
shrubs, brought them in, had the guys from the shop come out and 
plant them, stayed there in the evening to water them. It cost us 
$700 of company time and purchasing time, and it would have cost 
us $3,500 to have a landscaping company do it. And this is just one 
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of the things that our employees come up with all the time, un- 
known to mjr knowledge, that they do these things, and then every 
once in awhile they say come on over and look and see what we 
did. 

^ what I say is thank you very, very much for having me here. 
This is truly an absolute honor to be with these fine peoj^e up here 
on this panel and also the Congressmen. Thank you. [^plause.] 
[The prepared statement of Mr. Sustar follows:] 
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July 5. 1995 


CONGRESS OF THE UNITED STATES 

COMMITTEE ON GOVERNMENT REFORM AND OVERSIGHT 


RMtrueturIng, dowrwizing, •morltlzlng, all Itme mean the tame thing. Survival in 
the buaineta world. 

In early 1989, our Plant Manager left ua to go to work lor a Oompatitor of .oura. Not 
knowing what to do. wa caled a meeting of Staff. Key Managers and Supervlaprs In 
our compahy. Soon It became a habit to share with Staff all wa were doing 
butinast wiM, in the community and training. 

This open communication s eemed to work, and wa have been doing staff reviews 
aknost dally since then. This teems to get everyone together and on the same 
vravelength. We have gone from yearly losses, to break-even to profitability. 

Having to tell a doHar before wa spend a doBar Is different than our government's 
system. The govammant collacts a dolar and spends over 2051 .20 cants more. 

IM must ask why cant government survive within its means. Businesses just close 
when they spend mors then they are taking In. 

We are sure there are ttrany buskiestas who have survived smartsizing. We must 
do it as a necessity. Government does not have to, and of course, they don't. 

It Is easy to share with Staff arrd emplc^ees whan your losing money. But as you 
start to be profitable. It is harder. You must be consistent in whatever you do with 
Staff and all amployaes. 

Constant communication with Staff and al employees at group meetings helps keep 
us going. 

Thank you - Staff. 


Thanks. 


Roger Sustar 


Hemlicr 


PjO. Btu eoo ■ 7911 Boterpiix Drive ■ Mcnur. Ohio 44061 ■ (ZM) 93I-.1200 ■ Fu (216) 961-5640 ■ 
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Qocstioiu for Roger J. Snitar 

1) In your statement there is a strong emphasis on open daily communication with all staff. 
Could you elaborate on this c^>en communication and tell us the positive impact it has had on your 
oiganization and your employees? 

2) What is your vision of a 2 1 st Century Government? 

3) What is your position on the elimination of each of the following federal departments: 
Commerce, Energy, Education, and Housing and Urban Development? 
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FRCDOn COftMftfiTION 






July 24, 1995 


Congreiiman WKIIam F. Ctnger. Jr 
Houae of Repreaentativea 
2157 RaytMim Houaa OfDca Building 
Waahltrgton, DC 20616-5143 

Dear Congrsaatnan Clinger 

Thank you for your note and queationa aent to ua July 18, 1995, copy attached. It 
waa an honor and a plaaaura, to ahare our Ihoughta with you .id the committee. Wa 
will try to anawer your queationa aa beat aa poeaMa; 

1. Dally communication with Staff la with key employaaa at Fradon. Theaeate 
the people who make our company go. It Indudea Salaa Manager, 
Manufacturing Foreman, OuaUty Superviaor, Oflica Manager, and Customer 
Service Manager, phia myaalf. 

By sharing dally aclivillas with Staff, future plana, ideas and thoughte, wa work 
together to solve many problems, hopefully bettara they coma up. and those 
that do coma up. 

Monthly group meetings with all employees keeps everyone abreast of what la 
going on. Plus tanng them what wa want to do now and In the future. 

2. My vision of the 21tt Century Qovemmentlenl too good right now. I’m afraid 
whatsvar we say or do doesn't matter. Oovemment regulates itself, it has no 
competitors to keep It In kne as businesses have. 

3. The only federal department I feel could be closed, eUminated Is HUD. I guess 
that reeaon is because we don't fURy understand It? Vito tael It Just gives away 
money and does not oontributa to the economy. Commerce, energy, 
education all do things to keep business going. 

In the education department, we would like to see equipment deleted from 
government and stats purchasing. Use all of us in business as sources for 
that use. 


P.O. Box 600 ■ 7911 Enteipriw Drive ■ Memnr, Oliia 44061 ■ (216) 961-6200 ■ Fu (216) 961-6840 ■ 


\IM\ 
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FREIlON CORPORATION 


7/24/95 
Page 2 


We hope thia answers your questlorw. If we can be of further help, please feel free 
to visit our facility and sae how we do things here. Simple things done wrell can make 
us better all the time. 

Thank you for listening to us. 


Sincerely, 

Rqgw Suslar 
F/edon Corporation 


oc: Congressman Steven LaTouratte 
John Cox ■ NTMA 


Attachment 


NciiiInt 


P.a Box 6(K) ■ 7911 nnicrpriw Drive ■ Momor, Ohio4400l ■ (216) 95t'5200 ■ (2IC» 9S1'S840 ■ 
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Mr. Clinger. I want to thank this panel very much for their very 
valuable testimony. And I would like to open for questions. Mr. 
Sanford. 

Mr. Sanford. I have got a question, since we clearly have a 
wealth of business experience on this panel and I myself 6 months 
ago was on the real world side, this is my first time in elected of- 
fice. But I am stru^ling with the idea of incentives, because as I 
heard what you all nave done in the steel business or steel related 
business in terms of downsizing as much as 50 percent in some 
cases, I can see very clearly the set of incentives in place — survival. 
If you do not make those cuts, the company does not survive. And 
what I struffile with from an incentive standpoint is that I myself 
and many oi my colleagues came to Confess because we believe 
this Nation’s survival depends on us getting to a balanced budget 
very soon and not running these structural $200-$250 billion defi- 
cits. [Applause.] 

The problem is that, as always in any large family, there is dis- 
agreement on a point. And there is disagreement on that point. Not 
everybody buys into the idea that we have to get to a balanced 
bi^et by the year 2002. 

That being the case, what it then creates is a questionable set 
of incentives because if you do not buy into that end goal, then sur- 
vival for many folks in the political sphere means handing out 
goodies. And as long as you hand out the goodies, you keep running 
deficits. 

What would you do to change the set of incentives for the elected 
person in office, so that their survival is clearly linked to the Na- 
tion’s overall survival? 

Mr. Moore. I think you have asked a very complex question that 
I am not sure the business community can really opine well on. 
The fundamental thing. Congressman, is that I think so much of 
it comes down to this: in business our job in management is to add 
value to our shareholders’ funds. And if you will, to do no harm. 
I think at the end of the day, it is respectfully your job to try to 
add value to the taxpayers’ funds. I think there is an analogy be- 
tween the taxpayer and the shareholder. The question of incentive 
is a very complex one. Certainly we all recognize that sometimes 
by doing the right thing you may work yourself out of a job, so to 
speak. I think business often faces that type of a problem when 
there are companies that downsize, they sometimes work them- 
selves out of a job. I think that is the best answer that I might give 
you. Frank, you are part of the steel industry. 

Mr. Altimore. Well, I think an incentive depends on what it is 
your mission is, what you are trying to accomplish, and then what 
sort of measurements can you put in place to track are you per- 
forming against the things you said you had to do to reach the mis- 
sion or the goal that you set for yourself in the first place. Some 
method of trying to keep that score card, because you have to stand 
election again every 2 years, should provide sufficient incentive. I 
would think that might be something you would want to think 
alxrut. How do you track the performance of a Congressman, what 
are the measures, what are the goals? 

Mr. Lawrence. I think it is also a sort of complex question. I 
think that the last couple of national elections have elevated the 
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focus and the debate in a way that, at least for elected representa- 
tives you are going to have a better opportunity to measure 
proCTess against a set of standards that I think are beginning to 
evolve in terms of the government functioning more efficiently. And 
so the real — I think the populous has to cause that to be generated 
and I think the representatives have a stake in that in terms of 
talking very clearly and setting out, you know, the objectives. Quite 
frankly, I think there is an advantage to elected representatives 
who t^e the approach of being maybe a little more clear in terms 
of what they are trying to accomplish and then come back with a 
score card at the end of the 2 years or whatever the term is, that 
they can be graded against. That really has not been the case in 
the past, and absent mat type of score card and some clear meas- 
ures, it is hard to come up with an evaluation. 

Mr. Clinger. The gentleman’s time has expired. 

Mr. Horn. 

Mr. Horn. Thank you, Mr. Chairman. 

While we have all this talent from small to large business here, 
I would like to ask you a question that my particular subcommittee 
has been grappling with. In the measurement of government pro- 
grams, obviously we want to be results oriented, we want to be cus- 
tomer satisfied. A lot of you have interactions with the government. 
I would be curious to have maybe your best shot, if we try to meas- 
ure nothing else, what should we measure. What I have seen in 
both business and government is that, too often, they count things 
that are countable and often those do not have anything to do with 
whether you are achieving the mission or not. The goal and the re- 
sults do. And it is sometimes very difficult to measure how far 
along you are. What is your best advice to us as a major critical 
factor that most organizations have and how we measure it and 
how have you solved the problem? 

Mr. Lawrence, you want to take a stab at that? 

Mr. Lawrence. Well, again, I think that you have to start with 
what I said before, a very specific and identifiable set of objectives, 
goals, whatever you want to call it. I am not certain that a lot of 
government programs have those on the front end. So that to begin 
to do the evaluation process becomes very difficult because you are 
on somewhat of a slippery slope trying to evaluate it against a 
whole maybe different series of criteria. So I think the first step — 
and this is what we try and do within the company — is to be very, 
very clear on what the goal and the objective is that we are trying 
to accomplish, and then be sure that we do have a mechanism for 
measuring how well we did, and some buy-in on the part of the 
people that are responsible for implementing it, in terms of what 
those measures ougnt to be. 

So it is the combination, I think of those two steps that end up 
being critical. 

Mr. Horn. I think you are right, but let me give you one where 
I am sure you have had a lot of experience-— government procure- 
ment and acquisition — this committee has jurisdiction over that. 
The kinds of questions a lot of people would ask is just how many 
contracts are being processed, or something like that, or did they 
finish on time. That is not necessarily the question. What would 
you suggest the question is? 



224 


Mr. Lawrence. Well, I think if you are talking about the pro- 
curement area, you need to take a look at the entire process. 

Mr. Horn. Right. 

Mr. Lawrence. So I think a mistake that can be made is that 
if government just looks at one piece or one segment of the process, 
you may optimize that piece of it, but you may not understand 
what is happening to the other 70 or 80 percent. In the case of pro- 
curement, I think the problem has been that while each of the 
steps within the government’s procurement cycle may make sense 
internally, the fallout in terms of the waste and the inefficiency 
that that may create for what private industry has to do to respond 
to it is incredible. So the fix is to look at the entire procurement 
cycle as an entire set of transactions and begin to redesign the 
cycle as a system as opposed to pieces of it. 

Mr. Horn. Anybody else want to comment on this? 

Mr. Sustar. 

Mr. Sustar. Yes, I would like to comment on the procurement 
side of it. We used to do government procurement work. We would 
not have any of it now. Your $400 hammer should actually cost 
$4,000, it is the paperwork, the gobbledygook, all the stuff that you 
m^e us do. Right now I can tell you we are doing parts for a sec- 
ond-tier supplier to NASA which goes on to Rockwell. One little 
washer requires a page, as much as Karen has written down here, 
on everything to document it. I mean there was such a thing one 
time in this world as form, fit and function. We have 
bureaucraticized ourselves — is that a good word? 

Mr. Horn. Right. 

Mr. Sustar. And what the problem is with the government, we 
do not want you coming in by us because the first thing you do 
when you come in is you have an audit and you say our air condi- 
tioner is 73 degrees in here, it is supposed to be 72 — whoopee- 
doopee. I mean, those are some of the ludicrous things that you 
guys end up doing. And that is why — [Laughter.] 

It is not funny, it really is not. That is why a simple part on a 
space shuttle that is worth 50 cents costs $50. And when you guys 
can understand that, you can put something up in space, instead 
of $10 million, you can put it up for a million and a half. 

Mr. Horn. Yes. You will be glad to know we have created a Cor- 
rections Day in the House of Representatives and any nutty regula- 
tion that you mi^t put vour finger on, like 74 versus 73, unless 
it is a special scientific laboratory, send it to your friendly local 
Congressman. He or she will be glad to use it at Corrections Day. 

Mr. Clinger. The gentleman’s time has expired. 

Mr. McIntosh. 

Mr. McIntosh. Thank you, Mr. Chairman. I would just like to 
ask each of the panel members to write down the names of four 
agencies, or put them in your mind, and these four are chosen be- 
cause ffiey have been discussed as possible agencies to eliminate in 
the restructuring, and I will give them to you and I would just like 
you to say yes or no to each of the four, what your opinion is: It 
IS the Energy Department, the Education Department, the Depart- 
ment of Housing and Urban Development or HUD, and the Com- 
merce Department. You do not have to back it up with reasons, you 
can if you want. But I would just like your opinions on if we should 
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eliminate all of those, some of them, and which ones. I do not care 
which way we go. Ladies first, OK 

Ms. Kleinhenz. I am not tiving to dodge your bullet, but I have 
to admit that on the basis of how 1 spend my time each day at 
KeyCorp, I do not have a basis for, on behalf of the company, re- 
sponding in that w^. I do not have the experience to do so. 

Mr. McIntosh. If vou were just going to give us advice on your 
own. Would you be biased toward abolishing them all or keeping 
them all? 

Ms. Kleinhenz. I would be biased toward adjusting them all in 
ways that would produce short term benefits as opposed to entirely 
wiping one out or retaining one at the total expense of the other, 
because I think they all have benefits and I think they all have 
challenges, and I think they need to be addressed individually. 

Mr. McIntosh. Thank you. [Applause.] 

Mr. SUSTAR. I want to help you with the Education Department. 
What I would like to see in education, and especially in the train- 
ing end, is you know, you guys send millions and billions of dollars 
to the States, we have the school to work programs, we have got 
the jobs, we have got all this crazy stuff. Then you go ahead and 
you spend money on new equipment, you bring it into the States, 
by the time you guys learn how to use it, it is obsolete. I would 
like to see you send all the kids in school to our facilities so that 
they could learn how to do things. TTierefore, the government has 
absolutely no expense for any more equipment, you can bring it in 
to us, we are going to teach them the hands-on thin^ that are 
really going on. And then instead of us paying like $162,000 in 
taxes this year that we have got to pay, give us a 50 percent break 
or something. 

Mr. McIntosh. Give you a tax credit or tax deduction. 

Mr. SusTAR. Yes, but do not forget now, you are saving kazillions 
of dollars. 

Mr. McIntosh. Right. 

Mr. SuSTAR. That is the big thing. [Applause.] 

Mr. McIntosh. Good. 

Mr. Moore. Congressman, in my prepared remarks, I empha- 
sized avoiding hasty categorical abolishment. I think it is dan- 
gerous to just say “eliminate everything.” I think it should be tar- 
geted, I think downsizing is veiy important. I think government 
should take a page from the booK of industry that has greatly de- 
centralized to as local a level as possible, and put the decisionmak- 
ing out with the people who are closest to the situation. I think you 
still need broad policy direction and I would like to relate that back 
a little bit to the question on measurement. So much of the empha- 
sis on measurement leads to very detailed government rules, regu- 
lations, procedures and policies, so everything can be measured ad 
infinitum. I think we need a much greater emphasis on broad di- 
rectional statements and a more trusting environment that allows 
those policies to be implemented at the lower level. 

Mr. McIntosh. But Mr. Moore, if we followed your advice, or if 
you followed your advice in your company, you would still own all 
of the different product lines, you would just do them differently. 
And you had to choose between some of the product lines and say 
we are not going to be in that business. 
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Mr. Moore. No, I am not necessarily advocating stay as you are 
and just do it all a little better and a little more decentralized. I 
think you do need to target, just as we are still in the iron ore busi- 
ness, but we do not run every iron ore mine that we used to. 

I would particularly like to say in regard to the Department of 
Commerce, Commerce provides some very valuable functions in the 
area of fair trade administration. It is very important to employ- 
ment in this country, and employment is the engine that makes the 
economy, and ultimatelv the government, go. 

Mr. McIntosh. Thank you, I appreciate it. 

Mr. Lawrence. I would agree, to a large extent, with Mr. Moore. 

I think it is a mistake, it polarizes the discussion to talk about 
wholesale elimination of some of these departments. What we have 
done in our business is that we follow an approach where we say 
the structure of what we are going to do follows our strategy, the 
strategy that we are trying to implement. I think what needs to be 
done in the case of each of the four that you have mentioned is that 
I am not against downsizing and a real hard focus on what their 
mission is, and then let us begin to figure out what the highest pri- 
orities within those mission areas are and then how best to deliver 
those. Whether it is as a part of the same department or not, to 
me is almost irrelevant. It is a question of whether the activities 
they are engaged in are central to the mission, and also whether 
or not we can afford them. And I think that has got to be entered 
into the equation. 

So my approach would be to begin to look very critically at what 
the central mission of these various departments is, how it is carry- 
ing that mission out, through what agencies or subfunctions, and 
then whether or not it is necessary or nice to have, or whether or 
not we are able to outsource them, et cetera. But I think you have 
got to go through that process. Otherwise the debate becomes — like 
we had in our company about centralization versus decentraliza- 
tion. 

Mr. SCHIFF [presiding]. Pardon my interruption. I have to ask if 
we can — I did not want to interrupt because it was a question to 
the full panel, but I have to ask if we can begin to wind up so I 
can call on the next panel. If there is something further. 

Mr. Lawrence. No, no, I am just saying I think that it polarizes 
the debate too much to be meaningful, to talk about it in terms of 
elimination versus non-elimination. 

Mr. ScHiFF. Mr. Altimore, did you want to respond briefly? 

Mr. Altimore. The only comment I would make is I would aCTee 
with my colleagues on the question of wholesale elimination of de- 
partments, but I think one of the areas you need to look at very 
closely is the process that you set up when you create a depart- 
ment. And I will use one like the EPA. Then you create a separate 
group, not the Congress, that is responsible for the implementation 
of the law you passed. So you end up with a regulatory agency 
which then subdivides itself and separates out powers. You have an 
authority in one group for enforcement, an authority in a different 
group for writing the regfulations, and they do not talk to each 
other. That creates all sorts of inefficiencies and complexities and 
costs to those of us who have to comply. So look at the process too, 
would be my comment. 
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Mr. McIntosh. So let me make sure I understand though, all of 
you would say do not eliminate any of those departments. 

[No response.] 

Mr. ScHiFF. If the panel is finished with questions, the gentle- 
man’s time has expired. 

Mrs. Collins. 

Mrs. Collins. I am sorry Mr. Sustar, I did not hear all of vour 
commentary, but did I understand you to say that it would he a 
good idea, rather than having the money for job training sent di- 
rectly to some other group, to have the students come directly to 
the companies where they can work with the machinery — almost 
junior apprentices, and learn how to use various kinds of tech- 
nologies that are out there? 

Mr. Sustar. Absolutely. And I wish you could help us with the 
laws with the younpters and the age CToup, because the attorneys 
get involved with this and then we really get into trouble. 

Mrs. Collins. I want to ask you some more questions about that. 

Mr. Sustar. Please. 

Mrs. Collins. And to remind you of the fact, that back in the 
1970’s and 1980’s, we had the CETA program — I have forgotten 
what CETA stands for now, but I know it was C-E-T-A-^om- 
prehensive Emplo 3 mient & TVaining Act. I chaired the subcommit- 
tee on manpower and housing, and one of the things I found out, 
is that to the extent of some things that are being done — ^I remem- 
ber in particularly a case at General Motors in Detroit. I went out 
there they had students being trained to work in the automobile 
industry, probably in some of the factories at General Motors. In 
some extent, some of the training was excellent in that it spoke 
very highly and trained them about the right work attitude, coming 
to work on time, coming prepared to work, coming prepared to do 
th^ob, et cetera. 

There was one thing that bothered me about this program. How- 
ever, toward the end of the program was that these students went 
there with great expectations of being able to get jobs, there was 
hope, they had been led to believe that as soon as this training was 
over, they were goine to find jobs in the automobile industry, per- 
haps even at General Motors. Those jobs reallv were not there, so 
there was a great deal of disappointment, and they felt that they 
had no place to go. The training was good, the money was good, 
while they were being trained, but nothing came out of it so that 
they are not now employed in that particular industry doing what 
they thought they were going to be able to do — technology changes, 
so forth and so on. 

So, I wonder how you avoid that kind of thing, where you raise 
hope high and then disillusion for those who go through the pro- 
gram? 

Mr. Sustar. This is the problem we had back in the late 1970’s, 
early 1980’s, General Electric Towmotor used to be a company 
here. Republic Steel, LTV, all of them did that and they could not 
take the kids. 

Mrs. Collins. How do you avoid that? 

Mr. Sustar. I do not know how to avoid that. You know, what 
I am saying is not to — what we have to do is you cannot guarantee 
anybody a job. My theory is I am here to make a living, not to earn 
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a living. If vou are in this world to earn a livine, you are never 
going to make a living. And that is one thing you riave to — ^that is 
why 1 want the kids to come in to our people so our people can talk 
to them the way it really is on the floor, and tell them what is real- 
ly going on. Because sitting here, me, today with you and being the 
owner of our company, I cannot talk to the youngsters as our peo- 
ple can. Our people can tell the stuff that these people are going 
through every day, it is a big difference. 

Mrs. Collins. You wanted me to yield to you? I would be glad 
to^eld. 

Mr. Horn. I would just like to note, that 1 think your question 
is an excellent one and one successful example I saw was ^ck- 
well’s Space Division, which is based in Downey, CA, that built the 
Apollo. In the 1970’s when there was an expansion of the work 
force, then you could provide the opportunities and a wonderful 
person named Jess Arnold made sure all the local high schools 
around made arrangements for these young people to come over 
during their junior^enior year, and work on the latest type of 
equipment with skilled craftsmen — all done by Rockwell after 
hours. The schools are always two or three generations behind in 
most of this highly technical equipment, if they can even get any 
of it. So you need an expanding economy and there is no question 
that is the best type of learning by doing, as the philosopher, Mr. 
Dewey said, John Dewey, in emication. And there have been suc- 
cess stories. 

But if you have got a declining economy and false expectations, 
we are all in trouble. 

Mrs. COLUNS. I thank the gentleman. I yield back the balance 
of my time, Mr. Chairman. 

Mr. ScHIFF. All right, I would like to thank this panel very, very 
much for your contribution. I guess I should tell you, just to con- 
clude here, that I guess 1 am one of those people who has been 
called a career politician. I was a district attorney for 8 years in 
Albuquerque, NM, have been in the House of Representatives the 
last 6V2 years. My father when living was in small business, he 
managed a shoe store, always considered me slightly {d>ove being 
on wmfare, but not a whole heck of a lot if you want to know the 
truth. 

So thank you very, very much for your contributions to this 
panel. [Applause.] 

I would like to ask panel four to come up, after panel three has 
cleared here. 

It is a pleasure to have Michael Horowitz. Mr. Horowitz is a sen- 
ior fellow at the Hudson Institute and interspersed with his many 
years of private law practice, he has served in government service 
in a number of ways, including 4 years as General Counsel for the 
Office of Management and Budget. 

I would like to also welcome Professor Bill Marshall. Professor 
Marshall is professor of law at Case Western Reserve University 
and a scholar in many areas including federalism, which falls with- 
in the jurisdiction of this committee. 

I would like to welcome you both and presumably you have 
watched the proceedings here now, so Mr. Horowitz, 1 will invite 
you to go first, please. 
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STATEMENTS OF MICHAEL HOROWITZ, SENIOR FELLOW, THE 

HUDSON INSTITUTE AND FORMER GENERAL COUNSEL OF 

THE OFFICE OF MANAGEMENT AND BUDGET; AND PROFES- 
SOR WILLIAM MARSHALL, CASE WESTERN RESERVE UNI- 
VERSITY SCHOOL OF LAW 

Mr. Horowitz. Thank you, Mr. Chairman. I have got a very hard 
job at the Hudson Institute in many ways, I followed Dave 
McIntosh after he got kicked sideways, let us say. When we are 
doing good work, we say that. 

I have spent a great deal of time on issues of government man- 
agement, issues of fraud, waste and abuse, re-inventing govern- 
ment, putting the “M” back in 0MB, all the kinds of calls and slo- 
gans that go to the heart of what this committee’s jurisdiction is 
about, or surely used to be about. And I can say for myself that 
I was as mean as any junkyard dog whenever I confronted fraud, 
mismanagement, waste and abuse. And yet. the real purpose of mv 
testimony is to offer a contrarian view of wnat used to be the work 
of this committee. 

My own experience is that the fraud, waste and abuse issue was 
the refuge, the cover that the political system used to commit larg- 
er frauiC waste and abuse witnin the government, and most trag- 
ically, on the American people. There is a subliminal message 
every time we talk about running the government as a business. 
Every time we colloquy about — and you did it. Congressman, on 
more efficient car pools for the Federal Government — the real mes- 
sage we send out to the American people is if only we cut back on 
the waste and the inefficiency in government, we could have soft 
landings as we downsize the government. We could have painless 
retrenwment as we balance the budget. 

Pat Moynihan said of the welfare program that it was used by 
the administration — ^what did he call it — Tboob bait for the bubbas.” 
That is how cynical politicians have used the fraud, waste and 
abuse issue. 

And as I will try to conclude, I think the greatest role this com- 
mittee has, ironically, is educatini' the American people that the 
fraud, waste, abuse management issue is important but not criti- 
cal, that it stands in the way of what the government ought to be 
doing and what the Federal Government particularly ought to be 
doing — looking at those functions that only the Federal Govern- 
ment can do and that the Federal Government must do and coura- 
geously shedding the others. 

'The greatest single enenw, opponent, of fraud, waste and abuse 
in the government of mv lifetime is the budget resolution that this 
House passed. Before that, it was the A to Z resolution the year 
before, and some years before that, the high water mark budget 
resolution that was passed by the Senate but not the House, elimi- 
nating whole government agencies. 

I say that the leadership role of this committee is making sure 
that there is no opportunism any more in fraud, waste and abuse 
issues. And forcing, educating American people to understand that 
hard choices have to be made and that prices have to be paid, as 
always, when hard choices are made. 

Let me give you some examples of how conservatives and liberals 
have played the same game. Troubled about welfare spending, but 
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do not want to confront the tough structural issues about depend- 
ency, about the tradeoffs involved when we move against rampant 
illegitimacy, that we may have to create some pain and suffering 
on the part of innocent cnildren who are born? These are tough is- 
sues. No problem — just talk about welfare chiselers, talk about peo- 
ple who buy vodka with food stamps. You pick up all the anti-wel- 
fare political support and you never have to tackle any of the hard 
issues. And for years. Republicans and conservatives played that 
issue. It is a great mark of the 104th Congress that you are not 
talking about fraud, waste and abuse and welfare chiseling when 
you are talking about welfare reform — ^you are getting to the real 
issues. 

Similarly, on my watch, somebody did not want to cope with the 
issue of Soviet expansionism, thought that we should not have big 
military budgets, but did not want to have to confront the real hard 
questions of what the Reagan administration was looking to do and 
what the Soviet Union was doing. No problem. Talk about $700 
hammers and expensive toilet seats — ^fraud, waste and abuse. Why 
we are cutting the defense budget because they are wasting so 
much money and there are all these rapacious contractors out 
there. That is the way the issue was used. 

And if I can give the most current example, to give you some 
sense of how fraud, waste and abuse issues can be cynically used 
as smoke and mirrors deception, there are a number of people who 
have said that if only President Clinton had gone on television 
more with goggles and smashed a few more ashtrays, he would 
have had enough management credibiliW to have sold his Rube 
Goldberg effort to pick up 15 percent of the American gross na- 
tional product in his health care scheme. If only he had been politi- 
cally shrewder in showing what a good manager he was, his health 
care program could have been sold. 

The Civil War story — read the Civil War. One side of that story 
is that millionaires were created by selling rotten meat and winded 
horses to the military, and opponents of the Civil War, of Lincoln, 
used that to a fare-thee-well. Lincoln understood that this was part 
of the price of government being in business, that there was a larg- 
er issue here of saving the Union and ending slavery. That is the 
half empty side of the glass. The half full side of the glass is we 
had a lot of fraud, waste and abuse but from a standstill start and 
a rural economy, we created a mighty industrial engine that de- 
feated the Confederacy and made America a CTeat world power 
which we still continue to be — ^with a lot of fraud, waste and abuse 
in the process. 

I am not for it, as I have said, but it has got to be put in perspec- 
tive. And this committee has been one of the neatest culprits on 
that issue. When I was at 0MB, problems of m€magement? No 
problem. Members of this committee would get up and say well let 
us pass a bill that elevates the Associate Director for Management 
of 0MB and makes him a Deputy Director. Let us make sure that 
the Assistant Secretary for Management has a direct reporting re- 
sponsibility to the Secretary. And they went home and got political 
credit. And it solved absolutely nothing. 

Now two other points, if I may. 

Mr. SCHIFF. Briefly, if you would. 
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Mr. Horowitz. Do not mistake the Federal Government with 
State and local governments. In the case of State and local govern- 
ments, their business is providing services — ^police services, sanita- 
tion services, the rubber meets the road in those kinds of things. 
You are in Congress, and the President is necessarily an absentee 
boss on management issues of that kind. And when the boss ain’t 
there because the boss is worried about economy, the state of the 
economy, international relations, the function of government, it is 
not a management possibility, it is not on the President’s agenda, 
it is not on your agenda on anything but a hit and run basis. And 
we ou^t to recognize that, which is again another reason for say- 
ing that the real management issue is to decide what the Federal 
Government has to do, and only the Federal Government can do at 
cutting out all the rest that gets done. 

The final point is that we have government programs in large 
part precisely because we want inelficiency, it is hard-wired in the 
system. We do not have an SBA loan program or a Farmers Home 
loan program because the government can allocate credit better 
than the private sector. We want it because we want to have sub- 
sidies to groups. We also want it because Uncle Sam is going to be 
a softer collector on defaulters than banks will be. .^d tnat is 
wired into the program. Now we may need it, but let us not mis- 
take the political character of it. And you are driven to that as 
Members of Congress. Whatever a Congressman can do to resist 
pork to his district — and the 104th Congress with its fireshman 
class, is a wonder for an old-timer in Washington, doing it less 
than I have ever seen. 

The fact of the matter is every one of you freshmen will find that 
if there is some effort to have error rate enforcement for food stamp 
fraud in your State, you are going to be out there turning the gov- 
ernment upside down to make sure that your State does not ta^e 
a 5-percent chop on the AFDC allocation. 

The President of the United States has spent weeks talking 
about closing down one inefficient base, for goodness sake, and that 
is built, hard-wired into the political system. 

So I say ^ain, if we in the Reagan administration had had fewer 
Inspectors General and been less dogged on some of the manage- 
ment stuff, I think we could have cut down the government more. 
Because we were sold the real message of the hard choices that 
had to be made. And the role of this committee is not to have bet- 
ter management. The larger role is to put the issue in perspective 
so Aat the larger work this Congress is doing, as the budget reso- 
lution is courageously doing, can go forward. 

'Thank you very much. [Applause.] 

[The prepared statement of Mr. Horowitz follows:] 
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TESTIMONY OF MICHAEL HOROWITZ 
SENIOR FELLOW, HUDSON INSTITUTE 
BEFORE THE HOUSE COMMITTEE ON 
GOVERNMENT REFORM AND OVERSIGHT 
JULY 14, 1995 


Mr. Chairman and Members of the Committee: I am grateful for the 
opportunity to testify on a subject I believe to be of surpassing importance, 
not merely to the Committee's direct jurisdictional responsibilities, but to the 
American system of governance itself. 


Government Fraud Waste and Abuse is of Course Bad and Wrong 

Having served General Counsel of the OfiBce of Management and 
Budget during the first five years of the Reagan Administration, I have had 
direct and intensive experience with issues of federalism, government 
reorganization and Executive Branch management. I have worked with the 
Congress and General Accounting Office on a number of such issues and was 
deeply involved with the procurement reforms, management initiatives and 
expansions of Inspector General offices which took place during the Reagan 
Administration. My record with regard to corrupt, poorly organized and 
badly mismanaged federal agencies and operations is one of implacable 
hostility -- and I know that I was (and am) as mean a junkyard dog as anyone 
when I confront government fraud, waste and abuse. 

And yet! 


Fraud and Abuse is Committed in the Name of Fraud-Waste- 
Abuse Management Issues 

The strongest conviction I now have about the matters which are the 
subject of today's hearings is that they have largely served as refuge and 
cover for those who favor big government ~ that they have been a critical 
•political means by which some Members of Congress have deliberately 
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evaded dealing with what should have been their central responsibihty of 
de fining the role, scope and function of the federal government. 

Put in other, even more troublesome terms, the set of issues which the 
Co mmi ttee examines today has been a major means by which many 
Americans have been misled to beheve what is palpably untme: that greater 
efficiencies in the management of the federal government and fierce attacks 
on the fi'aud and inefficiency of federal agencies and officials can allow for 
"painless" retrenchment of big government, can seriously help balance the 
budget. Pat Moynihan's accusation that the Clinton Administration used the 
welfare reform issue as "boob bait for the bubbas" precisely characterizes the 
often-cynical way in which fraud-waste-abuse-management issues have 
frequently been employed inside the Beltway. 

Troubled about welfare policies while being unwilling to address 
underlying issues of underclass formation, generational dependency, 
illegitimacy and increasing the pain of some current welfare recipients? No 
problem. All that needs to be done to gain favor with voters upset with the 
welfare system without running the pohtical risks involved in seeking real 
change is to concentrate on welfare chiselers, food stamp abuse, Medicaid 
fraud. This was the strategy followed by many conservatives for many years, 
and it is among the greatest achievements of the 104th Congress - and 
particularly its House majority — that serious efforts are being made to 
address welfare's structural problems and to identify the inherent limitations 
of the federal government which place many welfare management issues 
beyond the reach of federal management reforms. 

Disagree vnth national security and defense policies premised on the 
need to increase the mihtary credibUity of the United States, but are unwilling 
to seriously debate such issues as the nature of America's obhgations in an 
increasingly fragmented world or such happily former issues as the nature and 
risks posed by Soviet expansionism and imperiahsm? Again, no problem. 
Hold hearings about $700 haimners and expensive coffee pots, and you just 
might be able to cut defense budgets without bearing the political 
consequences of such cuts. ("If only the Pentagon had bought toilet seats at 
Home Depot rather than giving away milhons of dollars to rapacious defense 
contractors, there would have been enough money left over to have insured 
full defense readiness.") 


2 



234 


Want to create a Washington-based, Rube Goldberg system of boards, 
agencies and bureaucracies to manage and control an American health care 
system which directly consumes 15 percent of our total gross national 
product? Here's one way to help bring this about. Go on the David 
Letterman show with a set of factory goggles and smash a few ashtrays 
purchased by GSA under the government's absurd accjuisibon rules. That 
many fault the President's health care reform failure to his not having more 
fully identified the Administration with the work of the Vice President's 
Reinventing Government Task Force powerfully testifies to the capacity of 
the issues addressed at today's hearings to achieve smoke and mirrors 
deception. 


Civil War Lessons 

Lincoln had a better vision, and readers of Civil War history know how 
critical that vision was to the preservation of the Union and the abolition of 
slavery. In converting an import-dependent, essentially rural economy into a 
world-class power capable of militarily overwhelming the Confederacy, 
Lincoln constantly confronted the need to deal with contractors who often, at 
exorbitant cost, provisioned the Army with thread-bare blankets, winded 
horses and rotten food. These case-stories of waste and fraud were cited by 
opponents of the war in their efforts to undermine Lincoln's basic policies. 
Among Lincoln's greatest accomplishments was his capacity to achieve 
proper balance on Civil War fiuud-waste-management issues: to patiently 
address the latter problem while seeing it as an inevitable byproduct of the 
system — doing so while keeping the country's attention on the need, above 
all, to win the war. The half empty glass element of the Civil War story was 
that it created many pohtically-wired, crooked milhonaire contractors. 

Happily, however, Lincoln was able to ensure the telling of the more-than half 
full glass story of the Civil War: that from a stand-still start, the American 
economy was in less than three years transformed into a mighty industrial 
engine which both saved the Union and made America the world-class power 
we continue today to be. 

The Civil War story suggests that wliile many urgent government 
missions will, by their inescapable urgency, inevitably generate fraud and 
waste, the ultimate job of political leaders is to ensure that such missions are 
achieved. It also makes clear that the real job of those who make federal 
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pobcy is to more carefully prioritize government missions and to rigorously 
limit the federal government only to those missions and activities which must 
be performed and cannot be performed elsewhere. 


Federalism 

The latter point leads to a discussion of the federahsm issue which, in 
my view, the Committee has wisely placed on the table for today's hearings. 

May I begin with an anecdote which I beheve to be instructive? While 
at 0MB, I was tasked v«th dealing with the often unfair maimer in which 
many federal grants were awarded and terminated. The "solution" proposed 
was that we establish, for those unfairly treated by the grant process, review 
and appeals boards similar to those already available to persons contesting 
government contract decisions. Agency working groups and the United 
States Administrative Conference had come up with proposals which, while 
allegedly protecting the management discretion of grant-making agencies, 
ingeniously sought to give hearings and appeals rights to disgruntled parties. 
My opposition to those proposals was based on the fact that HHS alone was 
at that time engaged in making as many 250,000 individual grant decisions 
per year - a fact which hterally ensured that its decisions would seldom if 
ever be made (much less scrutinized or even known) by pohtically 
accountable officials. My proposed response to the grant-making/grant 
administration morass of the federal government was to press more 
vigorously for block grant systems, under which decisions could at least be 
subject to the review of senior government officials and were far less likely to 
be buried within bureaucracies. (This approach makes even more sense today 
than it did during the Reagan Administration, when many Governors 
preferred to serve as middle managers for federal agencies because they 
preferred to blame the federal government for program failings and were 
concerned that they would be politically accountable for program failures if 
they were given policy discretion to make real decisions.) 


Localism 

Persons taken with Reinventing Government rhetoric also often 
confuse the many management success stories achieved by local and 
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municipal governments with what can or should be done by the federal 
government. In my opinion this confusion — and the significant 
nontransferrabihty of municipal management techniques to federal 
government programs — results fi'om two factors. 

First, delivering services is, generally speaking, the central and 
inescapable responsibihty of municipal governments. Police, sanitation, 
school, fire, hbrary and emergency services, among others, have been historic 
responsibilities of counties and cities — and while even here voucher and 
privatization systems may offer more efficient service delivery models, voters 
look to their local governments for such basic services. Alternatively, they 
chiefly look to the federal government -- as they must — for more basic, non- 
service functions: the stability of the economy, the conduct of foreign and 
national security pohcy, the allocation of responsibihties within our 
governance systems. To be sure, the federal government must properly 
manage such service dehvering institutions as the defense estabhshment, but 
even here the success-at-all-costs imperatives associated with wmning and 
fighting wars are very different from the efficiency-above-all imperatives of 
less vital services. 

Next, and relatedly, local officials such as mayors and county 
executives (and even Governors) are expected to spend the bulk of their time 
in improving and supervising the efficient delivery of services. On the other 
hand, the responsibilities of the President, Members of Congress and other 
senior federal government officials inevitably permit them to spend but 
modest amounts of time on such matters. Services performed at the federal 
level are thus invariably performed with the boss preoccupied with other 
matters -- a fact which fiirther emphasizes the priority need to limit the federal 
government to essential functions rather than to be preoccupied with seeking 
to enhance the efficiencies of the services it provides. 

Perverse Incentive Structures 

By their very nature, government programs are often hard-wired 
designed not to be efficient -- with their very existence based on the felt need 
for "soft" systems. Thus, the very reason we have SBA, Farmers Home and 
Student loan programs is because of the desire to subsidize and protect 
allegedly deserving constituencies, not because anyone believes that 
government can more efficiently determine credit risks. (We also have the 
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programs because it is expected that Uncle Sam will be a less demanding 
creditor when faced with loan defaults.) Likewise, layoffs of thousands of 
employees by private sector employers can occur almost without general 
public notice, while RIFs of even a handful of federal employees generally 
become major political events. (The President's involvement in what, on 
grounds of efficiency, should have been the easy question of closing a clearly 
redundant California military base is an extreme and sad but highly revealing 
example of this phenomenon.) Here again therefor, the root question for 
Congress and any Administration is whether non-market subsidies are truly 
needed and whether, in light of the easily politicized character of federal 
activities, the activities are truly necesssary. 

The nature of Congress also militates against efficient federal 
management practice. The need to service and reward home districts (and the 
special powers of Committee chairmen to take care of theirs') creates a 
generally inefficient relation of federal tasks to their assigned locations. More 
significandy, the demands placed on Members helps ensure both management 
inflexibihty and noneforcement of tough management standards. This is 
because while Members may be able to resist pressures (if barely) to obtain 
the largest possible pork barrel allocations for their districts, few can resist 
turning the federal government upside down on a no-holds-barred basis in 
order to stop an existing facility from being terminated or an existing flow of 
funds from being terminated. It's no accident that "tough" statutory error rate 
standards in AFDC and Food Stamps programs (passed with great fanfare by 
tough-on-fiaud Members) have never been seriously enforced against lax and 
offending states. 

The incentive structures of government also helps ensure that its 
management "solutions" will often be perverse. Thus, the capacity of 
Congress and senior pohtical executives to episodically reach down and land 
upon the unlucky few government managers whose activities come to the 
attention of such officials ensures that federal officials involved with service 
dehvery functions will make themselves as bureaucratic, as anonymous, as 
risk-averse as they can possibly be. Federal procurement regulations ~ 
paradigm examples of government bureaucracy and inefficiency - do not 
exist by accident but rather are perfect reflections of operating government 
incentives. Endless pages of mind-numbing procurement regulations are of 
great value to players in systems whose politics provide little tolerance for 
the seeming acts of fraud, waste and abuse which are the inevitable by- 
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products of aggressive, risk-taking conduct. ("I didn't have anything to do 
with that decision. Congressman. The regulations made me do it.") 


False "Solutions" are Highly Likely 

The absence of such objective success markers for government as year- 
end profit and loss statements further skews government performance 
incentives, and further reduces government's capacity to provide services on 
an efficient basis. That fact, combined with the fact that the primary duties of 
the federal government and its senior players ensure that they cannot provide 
sustained attention to management issues, inevitably makes federal 
management issues more subject to cosmetic than to real solutions. A good 
example of this was my experience at 0MB with its management division 
matters - where "solutions" to management problems often took the form of 
creating and at times legislating layers and regiments of "management" 
officials. This approach both showered political credit on Members of 
Congress who seemed to be sternly insisting that "government be run like a 
business," while it at the same time provided more turf and greater resources 
for "management" apparatchiks and bureaucracies. Elevating the 0MB 
Associate Director for Management to a Deputy Director ("putting the M in 
0MB," as it was called), and giving Assistant Secretaries for Management 
direct reporting responsibility to Cabinet Secretaries - "solutions" which 
came in part from this very Committee — only emphasized why government at 
the federal level was a different animal than state and local governments and 
a different species than private sector institutions. (A related point is the 
ironic fact that businessmen often turn out to be the worst managers of 
government agencies.) 


One Approach Can Work 

Of the various reform approaches to federal management, the one 
which I have seen work best (when the pohtical system has given it a fair 
chance to work) involves the introduction of competition to the federal 
workplace. In essence, this approach ignores efforts to internally reform 
government agencies and practices, and substitutes for it the bottom-line 
structural reform of requiring federal employees to fairly compete for their 
jobs and work. Thus, such reforms as ending the Postal Service monopoly. 
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vouchering the recipients of government service and putting real teeth into the 
still-moribund and unfairly stacked A-76 program will do more to ensure 
federal agency efiBciency than anything else I know of. In order for these 
reforms to occur, Congress will of course have to deal with entrenched unions 
and now-unHatched federal employees, but if it is serious about reform of 
federal agency practices here is an approach worth fighting for. 


The Great Challenge Faced by This Committee 

The easy pohtical credit available to Members of Congress who 
"reinvent government," "make it work like a business," and lock the bam after 
the horse is stolen with stem condemnations of hapless, inefficient federal 
bureaucrats pose particular challenges and responsibihties to the Members of 
this Committee. This challenge is made all the harder because there is of 
course no pohtical constituency for fraud, waste or abuse, because 
inefficiency and fraud and waste is bad and should always be reduced to the 
extent possible. 

In my judgment, this Committee's greatest potential contribution hes in 
its capacity to define the real challenge of Congress as deciding what the 
federal government should do, not how it should do it - in insisting on 
efficient performance of federal duties but only after insisting on full and 
resolved debate over what the federal government's bare essentials should 
consist of. (The fact that the Committee is no longer named the Government 
Operations Committee may be an important symbohc step in this direction.) 

In short, real leadership on the part of this Committee may most consist of 
barring the door to the pohtical opportunism which sends the false message to 
American voters that better government management techniques can permit 
painless solutions to deficit problems or can otherwise be a central (rather 
than merely important) tool by which the federal government deals with the 
issues before it. 

I am deeply proud of my service during the Reagan Administration, 
and beheve that its domestic as well as foreign policy triumphs were of 
historic character. Yet in retrospect, I beheve that we could and should have 
done a better job in reducing the size of the domestic budget, and would have 
done so had we relied less on our politically popular commitment to larger 
Inspector General staffs and management reforms. In a sense, our very 
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success with those initiatives sent a subliminal message that an ever-larger 
role for the federal government was possible. They detracted from President 
Reagan's larger message that a massive federal government was more easily 
captured by special interests, that it unduly robbed Americans and their local 
communities of resources and discretion and that it made it more difficult for 
the federal government to properly perform the functions it was required to 
perform. 

In this regard, the singularly greatest management solution that 1 have 
witnessed in the past twenty years of observing and participating in 
Washington pubhc pohcy matters is the Budget Resolution recently adopted 
by the House. That resolution reflected the courageous assumption by the 
104th Congress of its real duties and responsibihties, and it courageously 
initiated the long-needed process of achieving real reductions in the size and 
scope of the federal government. Ironically, therefor, much of the work of 
this Committee — and its greatest potential contribution to the revolution 
sought by the 104th Congress — may lie in helping to create a proper 
perspective and reahstically reduced expectations about finud-waste-abuse- 
horror and success stories. It will take special courage for this Committee to 
resist creating yet greater numbers of federal government "managers," and to 
offer genuine skepticism about the federal government's capacity to adopt 
private sector management techniques. Government isn't a business and cant 
and wont in the end be run as a business — which is precisely why this 
Committee can best lead if it makes clear to the American people that the 
federal government should be restricted to those jobs which it must and no 
one else can perform. 


I again thank the Committee for the opportunity it has provided me to 
speak on the critical issue it is considering today. 
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RESPONSE TO QUESTIONS FOR MICHAEL J. HOROWITZ 


(1) What should the federal government look like in the next century? 

The fereral government of the Twenty-First Century will need to have a 
strict sense of operating and spending priorities ~ and will need as well to 
avoid using unfunded mandates or excessive regulation to impose costs or 
hidden taxes on other government entities. The central responsibilities of the 
federal government which involve large-scale spending should be providing 
safety-net income security to people imable to work and providing for the 
common defense. With regard to working Americans and the business 
community, the bargain struck by the federal government ought be as follows: 
it will ensure a stable, non-inflationary economy and in exchange will offer 
few if any middle class or business subsidies. 


(2) How can we prevent government from growing again, once we have 
reduced its size and scope? 

Decisions which reduce the size and scope of the federal government 
can best be made lasting if they are arrived at through honest, open, 
intellectually coherent, full scale and rigorous debate. 


(3) What criteria should drive whether or not the federal government 
should continue in the business of providing a given activity? Are there 
limits to what the federal government can - and should • do? And can we 
ever reach consensus on that question? 

In engaging in safety net activities on behalf of Americans unable to 
work, the federal government should return to the New Deal model and 
should abandon today's Great Society approach to governance. In the latter 
instance, government funds go to pubhc sector vendors of goods and services, 
not to the poor. Under this "trickle-down government" system, such 
pohtically wired groups as trade associations, rich people, non-profit 
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organizations and highly educated professionals rapidly become dependent on 
and rapidly capture federal programs, and cause them to be run for their 
benefit and with ever-mounting costs and inefficiencies. New Deal style 
direct cash support to intended beneficiaries ought be the hallmark of most 
federal social welfare programs — an approach which will create more cost- 
effective and flexible government while eliminating middle men, defimding 
trickle-down governance, maximizing fi’ee choice, minimizing government 
intrusiveness and making federal programs less subject to capture and 
mindless expansion. 


(4) Please elaborate on your position on eliminating each of the following 
federal departments: Commerce, Energy, Education, and Housing and 
Urban Development. 

Elimination of the four Departments should in and of itself should be 
assigned a very low order of priority. On the other hand, elimination and 
defimding of the subsidy and categorial programs w/r/im the four Departments 
should occupy Congress' principal attention. Spending scarce political capital 
on the symbolic elimination of Cabinet agencies makes little sense if the end 
result is a mere act of reorganization - if all that happens is that existing 
programs are shuffled to different Cabinet agencies. (The House Budget 
Resolution has its eye on the right target as did the A to Z reforms of the 
103rd Congress.) Mere elimination of Cabinet agencies and Secrertaries (in 
an era where Cabinet meetings are an increasingly unimportant means of 
establishing federal pohcy) will prove a false, cosmetic, empty calorie 
approach to reform unless the elimination of a Cabinet agency flows naturally 
firom the fact that its principal activities are no longer being performed. In 
fact, to use but one example, federal education programs which are buried 
further within such already ungovernable entities such as HHS are likely, 
following the elimination of the Educaton Department, to grow faster than 
they do today. 
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Mr. ScmFF. Thank you, Mr. Horowitz. 

Mr. Marshall. 

Mr. Mabshall. Thank you. As the last formal speaker of the 
day, I would like to once again thank the committee mr coming out 
here, and thank Congressman LaTourette for arranging this, and 
if I m^ extend a personal note, I would like to particularly wel- 
come Congressman Zeliff, whom I do not know, but I am a New 
Hampshire native and although I am Ohio-adopted, I am from that 
State originally. So welcome, ConCTessman Zeliff. 

The issue that I want to talk about today is federalism and Fed- 
eralization, by which I mean the relationship of the Federal and 
the State government. Federalism is the policy dealing with decen- 
tralized government. Federalization is the phenomenon that occurs 
when the Federal Government moves into areas traditionally domi- 
nated by the State. And the issue that I want to discuss today is 
how the Congress can begin to develop the appropriate parameters 
between Federal and State authority. 

The last 50 years has seen unprecedented growth in the size of 
the Federal Government. We have seen it illustrated previously. At 
one level, this is not surprising. Historically, States have not al- 
ways been adept at dealing with difficult problems and have very 
often been insensitive to some of their constituency. More impor- 
tantly, the problems have gotten more complex in society and more 
complex problems have often required national kinds of solutions 
rather than simply State solutions. 

Take for example air traffic. It would not make a great deal of 
sense to have each State regulating Federal air traffic safely. It 
makes a lot more sense to have a Federal Government involved 
when so much of the phenomenon that needs to be regulated or 
needs to be overviewed exists as a national phenomenon rather 
than within State boundaries. 

But there are costs to putting this much power within the Fed- 
eral Government. One, you lose the State as effective laboratories, 
what is called laboratories of experimentation. Having 50 different 
States, allowing 50 different States to apply different kind of legis- 
lative programs, can often lead to a discovering of which is the Mst 
program, which is the most workable program. If you just have one 
program, you do not get that kind of comparison available to you. 

Similarly, you lose the States as competitors with each other in 
developing innovation. 

Third, an expwded Federal bureaucracy is often unresponsive to 
local needs and it is important very often to have local officials who 
are more aware about how a particular problem reacts in their par- 
ticular community. 

And finally, extending power to the States works as an effective 
check against the extension of power by the Federal Government, 
which I think the framers thought was of value in its own r^ht. 

But having said that, it is quite clear that at times you need Fed- 
eral intervention. How do you decide when something should go to 
the Federal Government and when it should not? My suggestion to 
the Congress is rather than dwelling on whether an issue is impor- 
tant or not, which is what Congress generally does, they should 
look at more objective considerations, because what is important is 
veiy much in the eyes of the beholder. 
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For example, clearly murder is the most important criminal of- 
fense that needs to be prescribed. But it has traditionally been 
within the parameters of the States and there is no reason to move 
it from the States, so we do not need to make a Federal law on 
murder. More recently, we made a Federal law out of caijacking. 
Why? I mean carjackiim is a terrible crime, but it does not need 
to be made a Federal offense, requiring the expense of Federal dol- 
lars to investigate, enforce and t^ those kinds of cases. 

And if I could, let me offer just a few kinds of criteria as to 
whether something should be a Federal or a State problem. The 
first would be whether or not the phenomenon is interstate or 
whether it exists between State boundaries. That is the example of 
the FAA that I used previously. 

A second is whether there are important needs for uniformity. 
Business, for example, often benefits ny having one centralized set 
of reflations rather than 50 different regulations that it has to re- 
spond to. It is much more expensive for business to have to con- 
form its activity to 50 different, and sometimes competing, sorts of 
regulations than having one kind of authority. So when you are 
dealing with businesses that are necessarily interstate, it makes 
sense to have Federal regulation. 

A third and often forgotten consideration is that having decen- 
tralized powers often increases the total cost of government. Take, 
for example, environmental regulation or product safety regulation. 
To do those effectively, you have to have experts, you have to have 
accountants, you have to have scientists, you have to have techni- 
cians. If we mrced every State to incur the cost of having a regu- 
latory task force, the overall cost of government. State and local, 
would far exceed what an appropriate and lean, efficient Federal 
regulatory agency would be able to perform. 

Fourth, we have to be concerned about when State government 
may not act appropriately, and there have been many examples in 
our history where that has been so. If we had not had national 
anti-discrimination laws, we would not have had any anti-discrimi- 
nation laws at all in sif ificant parts of the country. 

And finally — and this is from my own experience working for a 
State and working within a State enforcement agency, the State at- 
torney general’s office — sometimes you need the Federal Govern- 
ment because the economies of scale demand that you have the 
kind of resources that the Federal Government can put into an 
issue. Many corporations’ budgets exceed the entire budgets of 
many of the States in the country. To say that the States can en- 
force regulations against these companies is to belie possibility. We 
brougjht a case against one of the most powerful and largest cor- 
porations in America. We were clearly right on the law, they clear- 
ly violated the law in question, but we did not have the resources 
to be able to prevail. 'There is economy of scale. As it becomes more 
efficient for companies to increase in size, often it is more efficient 
to go to a central government. 

Let me finish with one final point. Despite all these concerns, the 
Federal Government keeps getting bigger. Why? Well, one reason 
is lobbyists have figured out it is cheaper to go just to Washington 
and lobby one government than lobby all 50 State governments. 
But the other reason, and this is what Congressman Sanford was 
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alluding to on the last panel, is that Federal politicians have often 
not responded responsibly. Why not? Because of us, because of the 
voters. We think caijacking is a problem, so we tell our Federal 
elected officials to do something about it. They cannot say no, this 
does not belong in my jurisdiction, it belongs someplace else, be- 
cause we are not trained to look at the differences between exercis- 
ing Federal and State power. 

And to answer Congressman Sanford’s question in part, if I were 
a Federal politician, I would say look, I really support what you are 
doing, I support this law, but I cannot as a Federal elected official 
vote for this law because that would violate a principle of federal- 
ism. It is not going to be easy to do that, but we have to train the 
electorate on these issues. How are we doing so far? This is where 
I have some questions with the Congress — ^it seems to me that you 
cannot keep telling me that you want to decentralize Federal power 
and then propose the nationalization of tort law, for example. That 
has never been done previously, it is one area that has tradition- 
ally been left to the States. It is totally inconsistent with the prin- 
ciple of decentralization to suddenly say we want to nationalize 
this. 

There are other examples as well, but my time is up, and I want 
to thank the committee. 

[The prepared statement of Mr. Marshall follows:] 
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COMMITTEE ON GOVERNMENT REFORM AND OVERSIGHT 
JULY 14, 1995 


Mr. Chainmn and Committee members, diank you for providing me with the 
opportunity to discuss with you some of the issues regarding reorganization and 
reevaiuation of the structure and size of the fedenl govctnmenL My name is William 
Mardiall, and I am a profess^ of law at Case Western Reserve University in Cleveland, Ohio. 

The qtccific issues that I will address concern federalism and federalization - that b 
the allocations of govemment power and audwrity between the federal government on the one 
hand and state and local government on dte other. My hope u to provide some insight on 
such cunent topics as udien it b ^tpropriate to return regidatoiy and program authority back 
to the states and when, on the opposite side, it b appropriate for fhe federal government to 
move into, or ‘federalize,’ areas that were in the traditional jurisdictions of the states. 

A. Background - the values of federalism 

Before proceeding to current issues, it may be useful to provide some background on 
the values of federalis m and decentralization. Iheie are, of course, numerous problems 
created vdien too much regulatory and programmatic audiority b concentrated at the federal 
level. First, the ability of states to serve as legislative laboratories experimenting with various 
types of solutions to address particular problems is lost when die fed^ government imposes 
its own uniform approach, sixond. national unifoimity also reduces die ability of statea to 
compete with each other in creating better solutions to difficult economic and social issues. 
Third, centralized authority places deebion-making in a place removed fiom die actual 
problems sought to be red re ssed; and local auiborides often have a better, &st hand 
understanding of the particular problems fining their communities. Finally, federalization also 
diminishes the role of the states as a check on the power of the federal government and cub 
into the traditional role of the states as the primary source of the citizens’ duties and 
obligations. 

Notwithstanding these problems, the last sixty years have seen an enormous growth in 
the size of the federal government and the ’federalizing’ of state law, by vriiich I mean the 
increa.’ring involvement of the federal government in matters previously left to the states. Of 
course, at one level thb trend is not suipriring. Historically, states and local entides have not 
always been re^xmsible or adept in leqxmding to pressing economic and social concetiu. 
Moreover, an increasiiigly interdqiendent economy and an increasingly nadonal culture, in 
which the importance of state ties and identities has tended to become diniiniriied, have led to 
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eeoaomic and social problems that are natloDal in scope. National problems, in turn, tend to 
invite attempts at national resolution. 

In many cases recourse to a central authority is quite desiiable. State boundaries are 
often inadequate in rationally setting divisions of regulaioty authority. Consider water 
pollution. It does not, for example, make sense to have the Vermont side of the Connecticut 
River governed by one set of enviroiunental standards and New Hampshire’s side governed by 
another. In other circumstances, however, recourse to a centralized authority may not be 
appropriate. Is a federal car-jacldng law realty necessary? Do we need national st a ndar ds for 
tte control of odometer tampering? 

The task, then, is to develop a set of principles from udtich to evaluate whether . 
governmental authority should be exercised at the state or at the local level.' Wifti this in 
mind let me offer a few observations as to vriten exercising government authority at the 
federal level is appropriate. 

B. Considerations in support of exercising government 
authority at the federal level 

1. A fust considaation is whether the problon to be addressed by regulatory or 
programmatic intervention occurs as an interstate matter or whether it is 
contained within state boundaries. This is the problem raised by the 
Connecticut River example, noted above. If the regulatory concern crosses 
state boundaries, ftten federal jurisihction over diat problem is the most sensible 
course. 

2. A second consideration (termed by economists as the question of ‘externalities’) 
is whether the source of die problem that is sought to be redressed occurs in a 
state different fiom the state (or states) where a significant amount of die harm 
occurs. This type of issue often exists in the envitonmcntal area when, as it so 
often happens, ^ state which is the source of poUudon is often not the state 
which suffers the greatest effect of dud pollution. In these circumstances the 
home state may not wirii to address the regulatory issue because the harms fell 
elsewhere and there is significant advantage to the home state in leaving the 
maner unregulated. The state of Ohio, for example, might not want to impose 
environmental regulation on a fectny on its side of the Pomsylvania-Ohio 
border because to do so might increase the cqietating costs of the factory 
threa tenin g its competitiveness and possibly jobs even though that fectoty 


' I should note that in developing this set of principles the United Stites ConstitiitioD will only be 
of little help. The Supreme Court has made it quite clear (bat, with very limited exception, the lines 
of deoiaicadon between icdenl and state and local power an Id be datennined as a matter of policy 
by the Congress and not as a maner of contdcntional law by the courts. 
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might be emitting emissiaia pollution damage to thoae directly to its 

east — Pennsylvania. Since Ohio is not suffering the tianns of the pollution, it 
has no incentive to address the pollution concern. In these types of 
cucumstance; i.e. when dte costs of one state’s activities are suffered by 
another, fedeial interventioa is again apfnopriate. 

3. A third oonsidmtioa is udtriher there is a need for uniform standards. Often 
decentralized audtority is extremely inefBcient fiom an industiy’s standpoint 
and can dneaten competitiveness requiting that industry to adjust its 
operations to become in accord twith or mote sets of standards. Similarly, 
at times differing tegulatmy tequtremeals may be ineoiMii«t>i|nt making industry 
compliance virtually impossible. In these cucumstanecs, the creation of one 
uniform, centrally enforced standard is again appropriate. 

4. A fourth consideratioa that is often forgotten is that deceotralizalitm often 
increaaea the costs of government dwa im posing addidonal burdens on the 
tatqtayer. For example, in an inctcaaittgly technologically aid economically 
so^sdctted enviranment, regulatory intcsvcntion often requires the use of 
hi^y>skilled experts, analyrta, and aoeountants; and the costa inboent in 
maintaining this qqx of regulatory task force are quite sizable. It is dwiefore 
less cosdy and far more efiBeient for there to be one regulatory authority 
incuaing the costs of these analysts and experts, than to have fifty aimilar 
regulaioiy tarit-foroes fonu^iout dte country. In this tense, die need for 
ceotraliz^ governmental andiority echoes tome of the fbrecs at work in private 
industiy. Economies of scale often demand that a eonqiany become laiger in 
order to become mmx efficient A similar principle also can anply to 
government 

5. A fifth consideratioa is wfariher tbae are reasons to distrust action at the state 
or local level. Most state and local governments, of course, act legitimately 
and with due concern to all die peraona in their jurisdiction. But unfiutunotely, 
this is not always true nor has it aiwayi been tnie. There is no doubt, for 
example, diat if and'discriminatioa lequucments had not been enacted and 
enfold at die federal level, diey would not, in many states, have been enacted 
or enforced at all 

6. A rixtb Gonaidesadon is whether decentralized autbori^ will lead to 
circumstances in udiich little or no necessary regulation will occur because a 
state will be reluctant to inqiose regulations on its industiy for fear of losing 
that industry to another state. Let me provide an exanqile. Assume for the 
moment that pollution control is a desMle goal. Whether a state chooses to 
actively enforce pollution standards, howevci, can be risky business. If the 
state chooses to impose stringeid environmental regulations on its conpanies it 
may risk having thw companies leave the state and move to a competing state 
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where regulation is much less effective or is nao-sKistenL In ttiose 
dreunutances the slate, if it wants to »Tuit«tai»i its bnsitiess cliniate, could be 
foreed to deregulate. This phenomenon, often called a 'face to the bottom,' 
will frequently occur in the of national that would otherwise 

inhibit states from competing for jobs by undetculting necessaiy and valuaUe 
regulation of its businets and industry. 

7. A seventh and final consideration (ahhougb let me stress titis list is not 

intended to be eadiausdve). is triteto plaeliig regulatosy authority at the state 
or local level will seiiottsiy undennine regulatory goals he c nuse enforcement 
costs will effectively place the regulatory matter beyond the reach of the state 
and local enforcement aulfaixities. Let me i»ovide an illustration from my own 
egqieiience. Whan I wodced in a state's attorney general’s office we a ttemp t ciri 
to enforce a regulatory law against one of the largest corporations in America. 
We were unable to do anything more titan obtain a nnmmsJ setticmenL Why? 
It wasn't because the law was unfrtvoiable to our position -- we clearly had the 
law on our side. RatisK the problem was that we siinply did not have enough 
resources to be able to take on a major corporation. 

This is not an isolated problem. After all, the annual budgets of many 
corporations exceed the total budgets of many states, and unlike a state 
Mforcemertt agency udiicfa has maneious reqtonsibilities, the battery of lawyers 
r np i f.Muitiag a hugc inulti*national does not have other distracting priocilies. 
Accordingly before too quickly decentralizing, we must be aware that as 
industries eiqiand in aim and ooin|dexity and the danger! they pose to the 
society became mote severe^ ti>e cost of monhoting and regulatuig their 
activates beoonsBS greater. We, tfaerefrtn must be wary tiiat if we allow 
industry, simply on tiie besia of its size ahme, to escape regulatioo, we are in 
effect plaeing them above the low and the public at great tiak to poiantial 
abuse.' 

This last consideration leads to the recognition of a dark side within the 
decentealiation debate. We ttuia be eKtremely concerned that deceoiralizatioii, 
when it does occur, is based nposr legitimate fedetaliam policies and not based 
rqxm a strategy designed to erid irm legitimate regulatory poii^ by placing 
etforcement arrthority in entities tiiat do not have the resources to effectively 
monitor and enforce sound and necessary legislative goals. 


’ Because of this coocmi, we ibould be wiry of aboliibiiig the private roit remedies which also 
serve as mcefaanisms to pramore tegulsloty compUanoe. 
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C. The poUMci of the fedcnliuii/icderalhHitioii debate 

There is no question that there exists many federal laws and programs that can 
not be siq^rted by reference to die considnations noted above. There is, in short, 
significant room to defederalize. But why has federal power eoqianded as it has? 
Understanding that issue may assist us in better federalism concons in the future. 

This understanding, surprisingly enough, is not all that difficult Quite sinqily, the 
expanskm of the federal government is often as much a result of die dynamics of die political 
markeqilace than a reprise to truly national eoncerns. Lobbyists, for exantple, have quickly 
learned that dieir most efficient place to do business is in Wa^ogUm rather than the state 
capitok — if only for the simple reason that is fee easier to change one set of danites than to 
chuige fifty state laws. Their own efficiencies, in short, lead lobbyists to Washington rather 
than to the fifty state capitals. 

But federal elected officials also have not responsibly protected federalism’s concerns. 
Again the reason is straightfiirward. Political jxessure often «tMnMwt« that a federal elected 
official take action on a particular problem in order to demonsliate sensitivity to the concerns 
of his/her constituents. Consider for example the recent law matrinj car-jacldng a federal 
crime. As far as I know there is nobody believes that the federal government is better 
equii^ied or more motivated to deal with car-jacldng than are state and local amfaotides. But 
because of die public outcry against this crime, h extremely difficuh for elected 

federal officials to oppose this crime a federal offense on the abstract grounds dial 

enforcement is best left to the states. Federal office holders, like all office holders, are in the 
business of incurring voters* support, and if voters desire a particular type of action, the 
federal office holder will want to be seen as su|^tling that action even if the federal office 
holder honesdy believes that die more optimum solution may lie at the state or local level. 

Because of the political realities, in short, federalism concerns are likely to have only 
marginal effect in influencing whedwr statutes federalizing state law will be approved. The 
deciding fector will likely continue to be whether the proposed legislation itself is politically 
attractive in and of itself Let me make myself clear. I am not suggesting that federalism 
concerns will never be of some inSoencc to a federal elected official when considering 
proposed legislative action; but unless the political dynamic is somehow changing, it will 
seldom be true that popular measures will be defeated because they conflict with a 
representative’s dieoretical vision of federalism. 

And unfortunately, that dynamic is not changing. Currently even as both sides are 
singing the praises of returning power to the states. Congress continues to propose legislation 
furthering the contimied federalization of criminal law (including imposing criminal 
sentencing requirements upon the states) and most dramatically, has proposed the federaliziiig 
of state tort law, an area that has traditionally and solely been within state prerogative. 
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In sum, the time has come for us to seriously leexamine the trend towaid 
federalization that has occuned in the last sixty yean and to lerveise some of that trend. But 
it should not be automatically believed that decentralization is always good and centra liz ati o n 
is always bad. Rather we should begin to develop a coherent set of principles to begin to 
aiiArrsx fedctalization and fedoalization issues. We are not there yet A cry to retuni power 
to the while simultaneously pushing for in^rMting federal jurisdiction over crime and 
the nationalization of tort law does not reflect a coherent approach to the 
federalism^ederalization debate. 
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RESPONSE OF PROFESSOR WILLIAM MARSHALL TO QUESTIONS 
OF THE HOUSE OF REPRESENTATIVES COMMITTEE 
ON GOVERNMENT REFORM AND OVERSIGHT 


JULY 25. 1995 


Mr. Chairman and Committee members, thank you for providing me with the 
opportunity to respond to questions on federalism and federalization. 

My responses to your questions are as follows. 

Question 1. Throughout your testimony a m^ority of your examples on the need 
for federalism cite environmental problems. But should we assume that state and 
local governments are less able or less willing to protect their environment than is 
the federal government? What functions are most appropriately left to states and 
localities? 

Response 1. For a number of reasons, environmental regulation is an area where state and 
local government are less able, and at times less willing, to protect the environment than is 
the federal government. It is also an area where placing regulatory power at the state and 
local level may actually increase the overall cost burden to the taxpayers because economies 
of scale argue in favor of a centralized authority. A prime reason for this is expense. 
Environmental regulation requires a great deal of scientific expertise and technical resources 
and the costs of maintaining an effective regulatory agency may simply be too expensive for 
many state budgets. For similar reasons, having states as the prime enforcer of 
environmental laws would be inefficient as it would require the maintenance of 50 regulatory 
bodies all employing highly skilled experts rather than one central body in which the need for 
maintaining overlapping areas of expertise would be eliminated. In this way centralizing 
regulatory authority over the environment will actually reduce the total costs of regulation. 

A second reason arguing in favor of federal enforcement is that environmental regulation is 
one area where the problem of externalities is readily apparent. In many environmental 
cases, the brunt of environmental harm is not suffered in the state which is the source of the 
environmental hazard. There is, therefore, little incentive for the state that holds the cause 
of the pollution to address the problem. A third reason is that environmental regulation is a 
classic area where problems involving, what the economists term ’the race to the bottom,’ 
can easily occur. In a business climate in which the states are competing with each other to 
attract industry and business, a state might find it is easier to gain a competitive edge if it 
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refrains from environmental regulation within its borders. The end result of this competition 
is likely to be a lessening of necessary and appropriate environmental regulation - at great 
health risks to the citizens. 

This does not mean the states and localities should be out the of business of 
environmental regulation. For example, state and local control is particularly advisable for 
environmental issues that require extensive land use planning. For this reason, states and 
localities should determine the best uses for their surface and ground waters and should be 
given a free hand in the ultimate regulation of land uses in order to achieve these water 
quality goals including regulating various non-point sources of pollution. Similarly, in 
Superfund cases, the liability and clean up provisions of federal law should be applied only 
to the worst sites allowing states and localities significant leeway in determining the 
appropriate approaches to the clean up of less contaminated areas - including the decision of 
how to apportion liability. Third, I agree with current policy which leaves most of the siting 
authority for solid waste and hazardous waste landfills within state and local prerogative. 

Last, I would suggest that if states or localities choose to provide greater environmental 
regulation than the minimal standards set by the federal government or if they choose to 
share regulatory authority, they should be free to do so. The problems of externalities and 
the race to the bottom which would normally argue in favor of federal intervention would 
obviously not be at stake in these circumstances. 

Question 2a. In regard to the federalization that has occurred within the last sixty 
years, what prohlems do you foresee if this trend continues? 

Response 2a. The problems created by a continued unchecked trend towards federalization 
are multi-fold. First states and localities remain the primary guarantors of citizens’ rights 
and obligations (most law affecting the average citizen - such as laws regulating contracts, 
torts, property, and crime remain at the local level); but if the federal government continues 
to usurp what it believes to be the most important matters for itself, the necessary respect 
and political commitment to the viability of state instimtions will be eroded. Second, 
increasing the expansion of federal law will continue to have significant effects on the federal 
judiciary requiring either a major expansion in the number of federal judges, the number of 
federal courts and the number of federal prosecutors, etc., or the maintenance of dockets in 
which the business of the federal courts will come to a grinding halt. Third, the increased 
involvement of the federal government in matters left to the states undercuts the value of 
states as laboratories for experimenting in resolving pressing social issues. A single 
nationally-imposed solution to an issue does not allow for the investigation of alternative 
approaches. Fourth, retaining power in the states helps accomplish the Framers goal of not 
concentrating too much power in any one political entity. Enforcing federalism, like 
enforcing separation of powers, is an important aspect of protecting individual liberty. 

Finally, the distance that necessarily exists between the federal government and the public 
which it serves can also be problematic. Not only do local officials at times have a better 
grasp on how particular problems affect their community, but the distance between a central 
government and the people may also work to create an alienated (and therefore angry) 
electorate that no longer believes it has any effective power. 
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Question 2b. What strategies could be used in an effort to equitably disburse 
regulatory responsibility between federal, state, and local governments? 

Response 2b. Regulatory responsibility between federal, state, and local governments should 
be allocated entirely on the basis of whether or not there are not legitimate reasons to place 
the matter in federal control. The allocation of authority should not be based on the merits 
of the legislative proposal itself. For example, there is clearly no more important criminal 
issue than murder but jurisdiction over murder should not be given to the federal government 
because they are no reasons implicating federalization concerns that call for making murder a 
federal offense. The problem now, as 1 see it, is that the perceived importance of the issue 
has become the over-riding legislative concern. (Was it really necessary to federalize car- 
jacking?) But if Congress’ test for federalization continues to be based on its views of the 
merits of the substantive matter at stake, then virtually anything could be a subject of federal 
law - depending only upon who controls Congress. The better strategy, as I see it, is for 
federal elected officials to exercise discipline in not always authorizing federal action in 
response to important matters (even when it is politically expedient) and to also educate the 
citizenry that public itself should not always demand federal action when a social or 
economic problem occurs. 

Question 3. Do you advocate one position over tbe other or do you believe there 
is a necessity to have a balance of both federalism and federalization? 

Response 3. Effective government requires a balance of both federalism and federalization. 
I would suggest, however, that a presumption be maintained in favor retaining power within 
the state unless reasons can be advanced why the matter is an appropriate subject for federal 
intervention. 

Question 4. Please elaborate on your position with regard to the elimination of 
the following federal departments; Commerce, Energy, Education, and Housing 
and Urban Development. 

Response 4, The testimonies of the representative from KeyCorp and the Presidents of 
Cleveland Cliffs, LTV, and TRW seem to me to offer a reasoned response to this question. 
Before agencies are eliminated, they should be closely examined in order to redefine and 
redetermine their appropriate role and functions. Undoubtedly, there are sound reasons to 
have some federal involvement in education, housing, commerce, and energy policy. 
Whether that involvement justifies a full Cabinet position, however, can only be determined 
after a thorough evaluation of the particular agency is completed. 
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Mr. ScHlFF. Thank you very much, Mr. Marshall. [Applause.] 

Mr. ScHiFF. I have to say, before recomizing members for ques- 
tions, that we are due to complete this nearing by about 3:30 be- 
cause members have flights to catch. And so depending on the 
number of questions will determine the amount of time we have 
that we can go back to people in the audience from the lottery. 

So let me start right on questions. Mr. Horn. 

Mr. Horn. Thank you, Mr. Chairman. 

I am not going to argue with you, Mr. Marshall, on tort law, but 
they are completely different questions. If you have health care, 
you can have 50 different types of health care at the State level 
with State programs, but there ought to be one standard which is 
preventing the absolute, I would say criminal, rise in the cost of 
health care, caused by frivolous lawsuits. But I will not debate that 
today, that takes hours. 

Mr. Marshall. Congressman, if I could respond for a second. I 
am in favor of tort reform. 

Mr. Horn. Yes. 

Mr. Marshall. But if we are serious about returning power to 
the States, let us let the States experiment. 

Mr. Horn. They have. 

Mr. ScHiFF. Will the gentleman yield for a moment? 

Mr. Horn. Yes. 

Mr. ScHIFF. I have to point out that maybe nationalization of tort 
law with respect to product liability makes some sense, that there 
be one standard to judge all products, but we went ahead and na- 
tionalized punitive damages if two neighbors ^et in a fistfight on 
their front lawns. And so I am in agreement with Mr. Marshall on 
that. I^eld back. 

Mr. Horn. Well, that is your committee, Mr. Vice Chairman, that 
is not 

Mr. ScHiFF. We have oversight of the whole 

Mr. Horn. You are right. 

Mr. Zeliff. Could I just ask a quick question? 

Mrs. Collins. Well, could I be a referee here, if nobody minds? 

Mr. ScHiFF. Wait, it is Mr. Horn’s time, if he would like to yield 
to you. Mr. Zeliff, I think has requested to you, but 

Mr. Zeliff. Just for a second on that same point and then I will 
not ask my questions and you can have my time. How is that? 

Mr. Horn. OK. 


Mr. Zeliff. Just while he is on the subject of tort reform, if you 
do not like what we are doing on it, how would you do it? 

Mr. Marshall. Oh, I like the idea of caps, I think those kinds 
of things ought to be experimented with. I like the idea of creating 
greater disincentive to frivolous suits. I think those are good ideas. 
The question is where do we enact them. Let us let the States ex- 
periment with them. It is the traditional province of the States. I 
think there are a lot of good things to do there, but rather than 
having one national solution which would prohibit the States from 
doing things or preempt what the States do, let us keep it where 
it is. This seems to be an example of the kind of area where the 
Congress is stepping in, in areas where the States have always 
been in. You know, the problem is, if you do not have objective set 
of criterion to decide when Federal intervention is, if that is your 
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particular issue, you are going to say that is where Federal inter- 
vention ought to be. If you think your particular issue is what Mr. 
Schiff was referring to, then you are going to say Federal interven- 
tion is there. 

Unless we can remove the question of is this law a good idea 
from the question of should we make it a Federal law, we are going 
to continue having an expansion of Federal power. 

Mr. Zeliff. Thank you. Thank you also, Mr. Horn. 

Mr. Horn. Thank you. You both are very stimulating and provoc- 
ative speakers and we could probably devote a whole hearing to 
you in Washington and really get into some of these things. 

But let me just get back to the management fraud, abuse sitxia- 
tion. I do not know if you were here earlier this morning when I 
happened to ask about the BOB/OMB bit and should management 
be merged with budget. Now you, as a former general counsel, 
there might well have some ideas, but all of my experts that I 
know on public administration who have served in numerous ad- 
ministrations of both parties say we are not getting anything out 
of 0MB in terms of a real role for management, it is being swal- 
lowed up by budget, and we ought to have a separate office of man- 
agement. How do you feel about that? 

Mr. Horowitz. I do not think you could make a larger mistake 
than that. You would elevate this issue up once again, which is an 
issue that is the most ripe for misleading, if not cynical, demagogy. 
That is my experience in this whole area. The fact of the matter 
is that it is hard-wired in the system for government to have these 
inefficiencies in management and that is why some of these laws 
get passed, precisely to have these inefficiencies when you look at 
them hard. 

And the more we do to sort of give the management guy now not 
only within the agency reporting authority to the Secretary, but 
now have a management czar at the side of the President, that is 
the kind of one-shot hit that treats the symptoms, that creates the 
illusion that there will be change. Management of the Federal Gov- 
ernment is passage in the last Congress of A to Z and passage in 
this Congress of the Kasich resolution, and I think that that is the 
leadership role. 

Now let me say, Mr. Horn, there are areas where there can be 
management. 

Mr. Horn. Thank you. 

Mr. Horowitz. I have said that here. Like what you are doing 
in A-76, for example. What that does is create a competition be- 
tween the government sector and the private sector and says to the 
Federal people, you have to earn your jobs and the continuance of 
your ftinctions. But the internal management of how the govern- 
ment should do it is so subordinate when you get to Congress and 
at a Federal level as distinguished from cities, from the question 
of whether you should do it, that I think in a stratemc sense, focus 
on the latter and just ramp down the significance of the former be- 
cause there is a conflict between the two. 

Mr. Horn. Well, let me just in closing, Mr. Chairman, let me 
just 

Mr. Schiff. I am willing to extend the gentleman another 2 min- 
utes because part of your time was used. 
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Mr. Horn. OK, thank you. Let me just note that as you will re- 
call, the Hoover Commission in 1949, which was the first major re- 
view of management by the executive branch since 1789. They sug- 
gested in that implementation, that there be an Assistant Sec- 
retary for Administration in each cabinet department and that the 

f terson should be a career official. And for a number of years, at 
east under President Eisenhower, in whose administration I 
served, it was. And it was taken seriously. But both liberal Demo- 
crats and conservative Republicans politicized it and started push- 
ing out career executives, so there was no continuity between the 
administrations, and putting their own person in there to control 
the management processes. 

Now when we talk about management processes, we are talking 
budgeting, we are talking staffing, we are talking personnel, we are 
talking planning and evaluation, traditional management func- 
tions. And I think there is a case to be made to say that you should 
have a career Assistant Secretary or Undersecretary, as some are 
proposing, reporting directly to the cabinet officer that has been 
nominated by the President, confirmed by the Senate. You then can 
get some order out of those processes and use them to help, be it 
on the evaluation side, on the budgeting side, or on other things 
that should not be political. I mean the usage and the end resmt 
might be political, but we ought to at least have the staff work 
done right. And the fact is that there is fraud and abuse. As I said, 
I just had the HHS Inspector General in yesterday. Several hun- 
dred million dollars were collected last year by HHS alone through 
the Inspector General operation. So I do not dismiss the role of In- 
spector General, which I think you did a little. And your views here 
are immensely colorful and you are absolutely right about fraud 
and abuse in the Civil War, and we will all recall the Truman 
Committee in the Second World War where they went out and 
nailed fraudulent government contractors. But to me it is a simple 
matter of honest public administrations. And it seems to me if we 
are going to hold people accountable, hold them responsible, we 
need to hold a career Undersecretary and the cabinet officer re- 
sponsible for what goes wrong in a department. 

Mr. ScHiFF. The gentleman’s time has expired. I need to go on. 
Mrs. Collins. 

Mrs. Collins. Thank you, Mr. Chairman. 

Professor Marshall, I want to ask you a question. Former Speak- 
er O’Neill once said — and I know Mayor Daley said all the time — 
“Politics is local,” said all politics is local. So as programs are 
evolved and funds allocated directly to State and local administra- 
tion under various re-invention plans, are we risking politicizing 
programs at the local level, one, and if you think so, now do we 
guard against doing it? 

Mr. Marshall. Well, I mean, that is one of the reasons why 
there is Federal intervention. The people who are in favor, for ex- 
ample, of product liability reform, do not trust the States to do this 
on their own. So that is the exact same example that other people 
have used before about when you Federalize and when you do not 
Federalize. It seems to me that there are a number of areas where 
traditionally local government has not been effective. Housing pol- 
icy is one of them unfortunately. You and Congressman Flanagan 
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are from Chicago. You know that in Chicago, the creation of the 
segregated communities that occurred did not happen by happen- 
stance, it was directed by the Chicago Housing Authority in the 
1930’s, 1940’s and 1950’s. 

Mrs. Collins. True. 

Mr. Marshall. What vou have to do is try to figure out in what 
kind of circumstances that local authority might not be trusted. 
And because politics is local, sometimes personalities get into it 
more than issues. If you are from a small town and a welfare recip- 
ient in a small town, the local person knows and might say well, 
she is not entitled to anything because I have known her family for 
20, 30, 40 years. Well, maybe there is a legitimate reason there for 
that person not to get welfare, but when personalities get into it, 
you sometimes do not get just results. 

So you are absolutely right that one of the things you have to be 
concerned with is when there is a possibility that local and State 
authorities will not act objectively. 

Mrs. Collins. I had another question I wanted to ask — did you 
want to respond to that? 

Mr. Horowitz. Well I headed up the first working group on fed- 
eralism in the Reagan administration. I want to respond in a very 
different kind of way. The real problem is that the Federal Govern- 
ment, as I have indicated, does not focus on lots of these issues. 
Also, the sheer size of the Federal Government makes what this 
Congress is doing in federalism, in my judgment, just enormously 
exciting in terms of democracy. When I was there, HHS made 
250,000 individual grant decisions per year. What that meant was 
that grant decisions were therefore made at a level of bureaucracy 
where no politically accountable official came within a 10 foot pole 
of those decisions. And the fact of the matter is that with federal- 
ism you get a politically accountable official there. 

The second development that happened was when I was there, 
when we were starting with federalism, it was an irony, the Gov- 
ernors, however much they talked about it, were against it. What 
they liked was the system where they could com^ain about the 
Federal Government, but not be politically accountable. If they had 
authority, they might have political accountability. So they were 
the opponents, they were looking for safe harbors and the real mes- 
sage they sent us in the clinches was they did not want it. 

We have got a very different crop of Governors who are ready to 
make mistakes, take chances and be these labs of democracy. 

Mrs. Collins. Well, beyond the Governors, what about the local 
level? 

Mr. Horowitz. Well, I would say this on the local level, the 
worse thing that happened to cities in a strategic sense in this 
countiy is uiat the mayors of the cities thought that they could by- 
pass the States and cut deals with committee chairmen in Wash- 
inrton because it was glamorous to do it. They did not fight the 
fi^ts in their backyards and in the end they got some Federal 
money and that is declining and the cities have not done well. 

I think States are today level playing fields, more than the Fed- 
eral Government is, and I would be terrifically opposed in these 
block grant programs to earmarks for States. Let the cities really 
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fight it out with the suburbs, show their worth. The mayors do not 
want to do it. 

Mrs. Collins. You said you would be opposed to block grants to 
the States? 

Mr. Horowitz. No, I am opposed to a guaranteed pass-through 
formula to cities, which is wnat we had in some of the old block 
grants, because of the political power of the mayors in Washington. 
The illusion that the cities could survive by having leverage in- 
Washington was the frail reed which helped the cities sink over the 
last 20 years. 

Mrs. Collins. Well, what makes you think the States will not 
sink? I mean, you know, the same problem on a smaller scale can 
also be the same problem on a higher scale — on a larger scale. 

Mr. Horowitz. Well, I think the States must live within their 
budgets, I think the States manage better, and the reason I have 
indicated is that at least in the States when decisions get made, 
politically accountable officials who have to pay the price for bad 
conduct are involved in the decisions. At a Federal level, they are 
not. 

Mrs. Collins. Well, at the city level they are too, they are on the 
front line. 

Let me ask another question. If Federal resources for education — 
and this is to Professor Marshall — if Federal resources for edu- 
cation, housing and commerce are consolidated to block grants, how 
can we ensure that the States will use those resources to enhance 
those block grants? That is one question. How can we ensure that 
the fluids are spent on those most in need and not those where the 
biggest political number of people happen to be in that State? And 
how can we ensure accountability. Professor? 

Mr. Marshall. Well, those are very difficult questions. I think 
that when you engage in decentralization, which I am in favor of — 
I think it is necessaiw to do some decentralization— you have to be 
sure and do it in a logical way that makes sense. In some areas, 
I think it is appropriate to allow some experimentation and give 
the States a free hand. Commerce in some areas, doing some kind 
of economic development might be one of them. It makes sense to 
give the local community somewhat of a free hand in trying to fig- 
ure out how it wants to use its dollars to try to renovate a troubled 
community. But in other areas, you have to be very concerned that 
the people who are less able to protect themselves are getting the 
kind of benefit that the program is intended to provide. 

Mrs. Collins. Final question, if I may, Mr. Chairman. I have 
been distressed by efforts of this Congress to eliminate and consoli- 
date Federal agencies without any action to adequately evaluate 
the programs and functions. Now Professor Marshall, I would like 
to know what you think and do you think there is, and if you do, 
what is the danger of undertaking massive categorical liquidation 
of Federal cabinets without any kind of proper review? 

Mr. Marshall. Well, I think this is what the panel said last 
time. The last panel spoke to this directly. 

Mrs. COLUNS. I am asking you. 

Mr. Marshall. Well I agree with them. I think that what they 
said — ^the problem with doing that, to engage in just chopping with- 
out thinking about what you are doing, you are going to throw the 
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baby cut with the bathwater. Why did so many of these agencies 
arise in the nrst place? ’^hey did because there was politico pres- 
sure on the United States, tor example, to create a Department of 
Energy because there ’>vas an energy crisis. That is why it occurred 
in the first place. There was a reason for the agency to develop. 
Now what happens unfortunately in Washington — and this is part 
of the dynamic of government, it happens in the State capitals too, 
by the way, and it happens in the cities — is that things often ex- 
pand an4 wey lose their focus. 

So you have got to go back, and I think this is what many mem- 
bers of the panel were saying, you have got to go back and re-ex- 
amine what the goals of the agencies are, see where it has ex- 
panded beyond where it began, see where the problems may or 
may not have gone away, and then engage in the kind of cutting 
that is required, rather than cutting arms off at the beginning. 

Mr. SCHIFF. I am going to have to interrupt at this point. I do 
not mean to inject, but we are reaching the end of the time and 
I appreciate the lady’s 

Mrs. Collins. Thank you, Mr. Chairman, for giving me as much 
time as you have, I appreciate it. 

Mr. SCHiFF. Certainly, and I apologize for having to interrupt. 

Mrs. Collins. That is all right. I am looking at this watch too. 

Mr. ScHiFF. Mr. McIntosh had to catch his plane, so I am going 
to ask his question and then for the remaining few minutes we win 
go back to the lottery numbers and invite members of the audience 
to join us. 

His question was — and unfortunately, time being short, I have to 
ask if you will just say yes or no. I realize there could be shades 
of CTay, but what Mr. McIntosh would like to know, and you prob- 
abfy heard the question before, that of these four departments — 
HUD, Commerce, Education and Ener^ — would you dissolve any 
of them, or all of them? If it is a total yes or a total no, or let’s 
just say a downsize, I will take that as a third choice, but as I say 
time is short. 

Mr. Horowitz, may I call on you first? 

Mr. Horowitz. I am going to answer in the quick sense. I would 
dissolve them all without a doubt, but I think the major problem 
and the real issue is to do away with the functions. Simply to dis- 
solve the agency and keep them going by playing musical chairs is 
not the answer. 'I^e critical thing is to do again what the budget 
resolution did, which is to look into the program areas and zero 
them out. That is the real business I think the American people 
elected this Congress to do. But on the whole, 1 think abolition of 
the agencies will send a nice symbolic signal out that these are not 
thinm that Washin^n necessarily has to do and that will help 
Washington do the things it can do best better. 

Mr. ScHiFF. Mr. Mar ^ all. 

Mr. Marshall. I am going to echo the comments by the captains 
of the major industry in Cleveland in the last panel and say that 
every one of these agencies probably should be examined and ex- 
amined very closely. Undoubtedly they should be downsized. I 
think all of these agencies are beginning to do this themselves, but 
I certainly think that spurring them on by all of us and by the Con- 
gress is a good idea. But before we engage in any dramatic action 
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we should be careful what we are doing. I am uncomfortable with 
having States, for example, regulate nuclear power on their own. 
I am not sure the States have the capacities to be able to look at 
nuclear plants on their own and do that kind of regulation. We 
have to tnink before we act. 

Mr. SCHIFF. Mr. Horowitz, I am going to ask one question and 
I want to note that according to Chairman Clinger, the record does 
remain open for another 10 days and I presume you gentlemen 
would be available to answer written questions if submitted? 

[.Ai&rmative nods.] 

Mr. ScHiFF. I appreciate that. If this is too lengthy a response, 
I would be glad to submit it in writing, but you were with 0MB 
in the Reagan administration, I believe? 

Mr. Horowitz. Yes, sir. 

Mr. SCHIFF. President Reagan never vetoed the appropriations 
for the agencies that you just said should be dissolved, aid he? 

Mr. Horowitz. Sure we did, we shut down the government and 
vetoed continuing resolutions. But again 

Mr. ScHiFF. No, did President Reagan veto the appropriations 
bills for the agencies that you have just said 

Mr. Horowitz. Well, among other things, he never had a chance 
because he got a package of continuing resolutions and he did not 
have a line item veto, so he did not have the power to do it. 

Mr. ScmFF. That is an answer, thank you. 

I want to thank the panel very much for a very intriguing testi- 
mony from both individuals. I want to thank them and excuse 
them, and we have just a few more minutes and I am going to turn 
to the number list here. [Applause.] 

These will be 3-minute presentations and we will do — I think we 
can do about three of them or so. No. 112, if 112 is still — 112 is 
still here. 


STATEMENT OF EILEEN H. FITZGERALD 

Ms. Fitzgerald. I have copies of my testimony. 

I will skip the introductory remarks and get with it. I am very 
concerned about the unprecedented amount of government control 
in education. Under Goals 2000 — and despite the rhetoric to the 
contrary — ^there has been a definite movement away from hard core 
academics to an emphasis on feelings and beliefs. 

Under the guise of identifying children from abusive homes, in- 
nocent school children are unknowingly being subjected to a variety 
of psycholomcal assessments, such as Incomplete Sentence Tech- 
nique, which you will find in Exhibit A. This is one of many tech- 
niques I used, as a licensed psychologist, to develop psychological 
profiles on high potential managers in industry and with patients 
at a counseling center. 

My concerns are two-fold; 

Techniques like this, which our tax dollars are funding, are de- 
signed to delve into a child’s subconscious. We all tend to repress 
emotions and experiences that are painful. These and other tech- 
niques being used could result in repressed feelings and memories 
surfacing into a child’s conscious awareness — ^memories that the 
child not only does not want his teacher or classmates to know, but 
memories that the child himself does not want to remember and is 
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not equipped to handle. There is no way any guidance counselor or 
school psychologist can know what is going on in the mind of every 
child in a classroom who is forced to participate in exercises like 
these. In counseling, we never open up wounds that we are not pre- 
pared to deal with. Many adults who voluntarily seek counseling 
often leave when some of their repressed emotions begin to emerge 
because they find them too painful to face. What recourse do inno- 
cent children have who are but captive members in a classroom? 

My second concern is that through these and other so-called edu- 
cational exercises, children are being taught from little on that 
nothing is private or confidential any more — ^not their feelings, not 
their innermost thoughts, not even what goes on in the privacy of 
their own home. What frightens me is that techniques like these 
have long been used in Communist countries where children are 
taught to report on their parents, thereby giving the State total 
control of its citizens. Parents from various communities here in 
Ohio have complained their children are coming home from school 
threatening to turn them in because their children were taught 
that if they do not like the way their parents are treating them, 
mentally or physically, they could report them. 

I am also deeply concerned with activities such as that of the 
Ohio Education Association which is a branch of the National Edu- 
cation Association where in December 1994 at their Representative 
Assembly, a questionnaire which you will find in Exhibit B was 
distributed, “to collect information on far right groups and their ac- 
tivities in Ohio’s schools and . . . make recommendations for strat- 
egies school employees can use to combat the negative impact of 
such activities.” Just what are these negative activities to which 
they are referring? As you will note from the questionnaire, they 
are challenges made by parents to a variety of activities such as 
Goals 2000, elementary guidance, outcome based education, sex 
education and requests to inspect lesson plans. 

Why, since inspection of school materials is permitted under 
Ohio law, is the Ohio Education Association wanting to combat 
what is a legal right of parents? This is a blatant and heinous at- 
tempt to silence the voices of parents who are concerned with what 
their children are being taught in the very schools their tax dollars 
are funding. I also find it exceedingly disturbing when concerned 
parents who represent mainstream America are labeled as mem- 
bers of the radical right because they dare to question aspects of 
their child’s education. [Applause.] 

This is censorship and government control at its worst. 

As members of this committee, I urge you, if it be in your power 
and despite what you have heard to the contrary, to abolish the De- 
partment of Education and Goals 2000 — [applause.] And to elimi- 
nate all funding to the National Education Association and to put 
the responsibility for educating children back into the hands of par- 
ents and local school districts, where it belongs. Thank you. [Ap- 
plause.] 

[The prepared statement of Ms. Fitzgerald follows:] 
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TESTIMONY PRESENTED TO THE U.S. HOUSE 
GOVERNMENT REFORM AND OVERSIGHT COMMITTEE 
Parma Heights, Ohio 
July 14, 1995 

By Eileen H. Fitzgerald, Ph.D. 

Brecksville, Ohio 


Chairman Clinger, Members of this Committee, I would like to thaiuc you for your commitment to 
tour this Country to hear the concerns of its citizens, and welcome you to the State of Ohio. In the 
essence of time, I will keep my corrunents brief. 

I am very concerned about the unprecedented amount of government control in education. Under 
Goals 2000-and despite all the rhetoric to the contrary— there has been a definite movement away 
from hard-core academics to an emphasis on feelings and beliefs 

Under the guise of identifying children from abusive homes, iiuiocent school children are 
unknowingly being subjected to a variety of psychological assessments, such as the Incomplete 
Sentence Technique which you will find in Exhibit A. This is one of many techniques I used, as a 
licensed psychologist, to develop psychological profiles on high potential managers in industry and 
with patients at a counseling center with which I was affiliated 

My concerns are two-fold: 

(1) Techniques like these, which our tax dollars are funding, are designed to delve into a child's 
subconscious. We all tend to repress emotions and experiences that are painful. These and other 
techniques being used could result in repressed feelings and memories surfacing into a child’s 
conscious awareness — memories that the child not only does not want his teacher or classmates to 
know, but memories the child himself does not want to remember and is not equipped to handle. 
There is no way any guidance counselor or school psychologist can know what is going on in the 
mind of every child in a classroom who is forced to participate in exercises like these In 
counseling, we never open up wounds we are not prepared to deal with Many adults who 
voluntarily seek counseling often leave when some of their repressed emotions begin to emerge 
because they find them too painful to face. What recourse do innocent children have who are but 
captive members in a classroom? 

(2) My second concern is that through these and other so-called “educational” exercises, children 
are being taught from little on that nothing is private or confidential anymore, not their 
feelings, not their innermost thoughts, not even what goes on in the privacy of their own 
home. What frightens me is that techniques like these have long been used in Communist countries 
where children are taught to report on their parems, thereby giving the state total control of its 
citizens. Parents from various communities here in Ohio have complained that their children are 
coming home from school threatening to turn them in because their children were told if they don’t 
like the way their parents are treating them, mentally or physically, they could report them. 
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I am also deeply concerned with activities such as that of the Ohio Education Association which is 
a branch of the National Education Association where, in December of 1 994 at their Representative 
Assembly, a Questionnaire( which you will find in Exhibit B) was distributed “to collect 
infamation on Far Right groups and their activities in Ohio’s schools and...make 
recommendations for strategies school employees can use to combat the negative impact of 
such activities”. Just what are these negative activities to which they are referring'’ As you will 
note from the Questionnaire, they are “challenges” made by parents to a variety of activities such as 
“Goals 2000”, “elementary guidance”, “Outcome Based Education”, “sex education”, and 
“requests to inspect lesson plans” 

Why, since inspection of school materials is permitted under Ohio Law, is the Ohio Education 
Association wanting to “combat” what is a legal right of parents’’ This is a blatant and heinous 
attempt to silence the voices of parents who are concerned with what their children are being 
taught in the very schools their tax dollars are fiinding. I also find it exceedingly disturbing 
when concerned parents who represent mainstream America are labeled as members of the 
“Radical Right" because they dare to question aspects of their child's education. This is 
censorship and government control at its worst. 

As members of this Committee, I urge you--if it be in your power— to abolish the Department of 
Education and Goals 2000, and to eliminate al! funding to the National Education Association, and 
to put the responsibility for educating children back into the hands of parents and local school 
districts where it belongs 1 thank you for your time and attention. 


2 
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Mr. ScHIFF. I would like to invite the person holding No. 2 , to 
come up to the front please. 

STATEMENT OF PATRICIA COOKSEY 

Ms. Cooksey. Two years ago, I joined thousands of frustrated 
taxpayers who felt that something was drastically affecting the 
safety of our economic freedom in this country. I have to tell you 
I have had a really good time meeting thousands of Americans. 
And today I wanted to bring to you four examples of the needs that 
we see for government reform. However, due to time, I am going 
to cut them to two. 

Last week, I went with a group of taxpayers, middle class, main- 
stream Americans and senior citizens, to attempt to tour a newly 
leased, newly remodeled Federal bankruptcy court for two judges 
in Cincinnati, OH. The first day that we arrived, we were told that 
for security reasons, we could not enter. I do not think we looked 
that scary. We went back, the marshal told us that no one should 
have denied us entrance to the court. As taxpayers, we are spend- 
ing $76,000 a month on this lease. The next day we went back and 
we toured marble hallways, walnut, two courtrooms plus an empty 
courtroom for two judges for a staff of fewer than 40 people that 
they have leased facilities to accommodate 100 people. The ceilings 
in this facility have been raised from 9 feet, which I find more than 
adequate even for my 6 foot 4 husband, to 13 feet, because the 
judges were not satisned with the aesthetics. This, at a time when 
taxpayers have asked government to downsize, to use money effi- 
ciently. 

One of the examples I am skipping is the Cost of Government 
D^. We know how excessive the use of our money has become. 

The other example I want to mve you comes from something that 
was faxed to me. It reads ‘To all EPA employees: Subject: Proposed 
Fiscal Year 1996 Budget Reduction.” And I will tell you in advance 
it is signed by Carol Browner of the EPA. This is a department 
whose regulations have driven many Americans just crazy with 
roadside ruts that have been declared wetlands, decks that cannot 
be built because you might put a shadow over a mudhole. In this 
memo to all EPA employees, I read, “The House Subcommittee on 
Appropriations for VA, HUD and Independent Agencies has re- 
duced EPA’s Fiscal Year 1996 budget by 34 percent. This proposal 
is in direct conflict to the interests of the American people.” I will 
skip down. “I am committed to protecting the EPA work force as 
much as I possibly can.” The EPA works for those taxpayers who 
pay their salaries. For a government employee to determine that 
they will go against the way we voted in the November 8 election 
is irresponsible and we, the taxpayers, through the process, 
through elections, through petitions, through postcards are deter- 
mined to see government returned to ownership of the people. 

I grew up m Louisiana, there are a lot of swamps because the 
water does not move very much. For decades now spending has 
backed up like swamps, bureaucracies have mounted up like the 
moss and the stinky stuff in the swamps. The last election was like 
opening a pathway for the water to run out. [Applause.] 

But there are those in Congress who are trying with all their 
might to plug that hole, to deny us the freedom like fresh flowing 
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water into our economy. We ask you to allow the reforms to go for- 
ward, cut the Department of Education, cut the Department of 
Commerce. Education Department does not educate Americans. We 
can handle our own business. 

Thank you very much. [Applause.] 

[The prepared statement of Ms. Cooksey follows;] 
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TRUE BLUE PATRIOTS 

Testimony by Patricia R. Cooksey 
before the 104th Congress 
Committee on Government Reform & Oversight 
July 14, 1995, Parma Heights, Ohio 

I grew up with a dignity and pride that came from knowing I was an American - a 
citizen of the greatest land on earth - not that other lands or peoples were lesser - but that 
in our nation, we welcomed newcomers who honestly sought to become part of this nation 
and participate in its freedoms in their neighborhoods and in their jobs, as well. As a 
child, I learned that other nations had oppressive governments which sought to control 
people's hves, that some nations would and did write laws just to ensure that citizens could 
be trapped into civil disobedience and thus become enslaved by the very government that 
should have protected them. I learned that in some countries the newspapers said only 
what the government wanted them to say but that a report was just that in America - a 
relating of the facts not manipulated by some government official behind secret, closed 
doors. 

Two years ago, I joined thousands of Americans whose gut instincts told them that 
somethuig was threatening their memories of safety, community, and achievement 
remaining as the reality of our futures and of our children's futures. Our questioning of 
realit>' taught us some very disturbing facts. Today, I'd like to present 4 or 5 examples that 
clearly demonstrate a need for government reform, the land of reform Americans have 
been seeking through elections, letter, phone calls, petitions and postcards for some time. 



True Blue Patriots, P. O. Box 62404, Cincinnati, OH 45262-0404 
Phone (513) 777-8120 Fax (513) 777-8140 
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( 1 ) Federal, state and local taxes plus federal regulation are taking half of the 
nation's income and government wants more. In fact, government has wanted more so 
much that elected officials have been willing to lie to us to get more. They have told us 
that they were paying off the nation's debt, when in feet each and every American owes 
$ 1 9,000 of America's debt In 1 995, Cost of Government Day - the day taxpayers finish 
working to pay taxes and regulation costs - was July 9! In a land of economic freedom, 
this is a contemptihle burden! 

(2) Federal regulations consume billions of hours of every working American, 
and instead of creating more safety for employees and consumers, have a destructive 
impact on creativity, job growth, and the courage to begin a new enterprise. One of True 
Blue's members over paid his workers $51,000 in overtime eammgs and deducted $3,000 
in hours when employees did not meet an 80 hour quota of work for a two week flex time 
schedule. The Department of Labor shut this man down, costing him his business and 
home, in addition to ending the jobs of every middle aged professional in the firm because 
Department of Labor regulations cannot grasp that overpaying workers by $48,000 more 
than compensates for docking $3,000 of unearned pay! That case is still before the courts 
and the Department of Labor continues to seek one postponement after another to keep 
their shenanigans in the dark! 

Environmental regulations alone cost eveiy American family over $1,000 each year. 
In 1992, pollution control regulations cost $131 bilhon - a huge number. Broken down to 
job dollars, that was $14,700 for every American unemployed at the time! 

As much as 80% of all inflation is attributable to federal, state, and local government 
regulations. 


True Blue Patriots, P. O. Box 62404, Cincinnati, OH 45262-0404 
Phone (513) 777-W20 Fax (513) 777-8140 
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(3) Just last week, a group of taxpayers tried to visit the newly leased federal 
bankruptcy court facilities in downtown Cincinnati. At first, we were denied admission on 
the grounds of "security " The marshal subsequently told us that the denial was improper, 
but the court's bureaucracy required that I and my middle aged fiiends and senior citizens 
be lead on a tour of the hallways, the 3 spacious marble and walnut lined courtrooms with 
ceilings reworked fi'om 9' to 13' for the sake of esthetics, and view only the doorways into 
attomey/client rooms. Three fourths of the $25 per square foot office space was off limits 
to us. Fewer than 40 employees occupy space leased to fit a staff of near 100. There are 3 
courtrooms because the 2 judges whose caseload has been decreasing hope to add a third 
judge and, of course, there are rooms for juries — not that juries have ever been used in a 
bankruptcy trial in Cincinnati. 

(4) My fourth example comes from Carol M. Browner of the EPA whose memo to 
all EPA employees I hold in my hand. Ms. Browner begins, "The House Subcommittee 
on Appropriations for VA, HUD, and Independent Agencies has reduced EPA's FY 1996 
Budget by 34%. This proposal is in direct conflict to the interests of the American 
people." It doesn't seem to occur to Ms. Browner that Americans place a higher value on 
their homes and Emilies than on roadside ruts defined as wetlands and that protecting 
one's home from a Southern California fire is an essential right, even if a mouse or bug is 
threatened by protecting one's family! 

Ms. Browner states in the final paragraph, "I am committed to protecting the EPA 
work force as much as I possibly can." We the taxpayers are not willing to continue 
watching forced contribution of our earnings to maintain inefficient, cumbersome 
bureaucracies and to allow Ms. Browner to protect the EPA work force! 


True Blue Patriots, P. O. Boi 62404, CiDCinnati, OH 45262-0404 
Phone (513) 777-8120 Fax (513) 777-8140 
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I could continue for some time with the facts feeing us; but you know what has 
happened, how hard we worked, and how much we thought we had achieved when we 
watched the November 8 election results. We had sent a clear, and we thought loud, 
messace to elected representatives that the type of red ink spending, pork producing, 
freedom destroying government growth that had continued for several decades was totally 
unacceptable to the mainstream, middle class backbone of America. 

I have never liked prejudice in any form - whether it was, as during the 60's, an 
issue of skin color, or provincial prejudice concerning one Christian denomination or 
another, or belief that all attorneys are charlatans, all doctors are quacks, or that all elected 
representatives are crooks and cheats. I have met and worked with numerous elected 
officials in the last 2 years; some of them are deeply concerned because they also see their 
families' freedoms being destroyed. In the 1994 election, we really thought we had 
commumcated a message of smaller government, lower taxes, reduction of waste and a 
demand for greater integrity. 

1 grew up in Louisiana where there are swamps. Swamp water doesn't move much, 
so all kinds of ugly things grow and the odor isn't too great either. We've had three 
decades of government backing up like swamp water - spending and more spending, 
bureaucracies and more bureaucracies. The effect of the last election was to open a drain, 
but there are people tiying to plug the hole with all their might. While taxpayers have 
some supporters, there are still those who are addicted to spending our earnings, others 
addicted to accepting our earnings as "gifts" or "entitlements," and others who receive 
paychecks for making the exchange of our earnings into entitlements. 


True Blue Patriots, P. O. Box 62404, Cincinuati, OH 45262-0404 
Phone (513) 777-0120 Fax (513) 777-8140 



271 


Will you help us to keep the drain open? America shouldn't become a dark, gray, 
stinky swampland. Currently, government in the United States employees 1 .6 million 
people. Manufacturing employees 1.1 million — there are 500,000 more people writing 
regulations, creating bureaucracies and protecting bureaucrats, and designing legislation 
than there are people manufacturing every item made in the U.S. Release the poor 
bureaucrats from that stifling, creativity deadening world of writing and enforcing rules 
and regulations and allow them to return to careers which promote creativity, freedom and 
individual achievement. Believe me, at election time the American taxpayer will 
remember which choice you make, whether to retain the stifling, swamp-like bureaucracy 
of federal government or create a cleansing waterfall of economic freedom released to the 
American economy. 


True Blue Patriots, P. O. Box 62404, Ciucinuati, OH 45262-0404 


Phone (513) 777-8120 Fax (513) 777-8140 
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Mr. ScHiFF. We have now, I regret to say, run out of time for fur- 
ther oral testimony. But I am informed that for those of you who 
were on the list to speak, if you do have anytiiing in writing, we 
will collect it and we will make it a permanent part of the record. 

Before closing the hearing, I would like to, on behalf of Chairman 
Clinger and the Government Reform and Oversight Committee, 
thanK Mayor Paul Cassidy of Parma Heights for being such a gra- 
cious host. I would also like to thank Joe Tal, Rich Moore and oth- 
ers here at Greenbrier Theatre for their hard work in preparing for 
our visit today. Finally, let me thank all of our witnesses and all 
of the people of northeastern Ohio for participating in this hearing. 

The most important thing we can do is maintain an open dialog 
between Congress and the American people. And this hearing has 
been a welcome step in that process. 1 appreciate all of the partici- 
pants and I appreciate all of you in the audience, whether you par- 
ticipated or did not, for being here and listening with us, because 
this is the first of what will be many hearings over the next num- 
ber of months. 

With that, the committee hearing is concluded. [Applause.] 
[Whereupon, at 3:33 p.m., the committee was adjourned.] 
[Additional information submitted for the record follows:] 
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Please Enter This 
Of Government 

Mr. Trox Light 
7961 Bellflower 
Mentor, OH 44060 


Congressman Steve LaTourette 
U. SiT House of Representatives 
Washington, DC 

Dear Honorable Representative LaTourette: 

1 was informed about your forum on cutting government waste through the Christian Coalition and 
the Heritage Republican Club. 1 would have loved to attend, unfortunately, 1 will be in Pittsburg 
at the time of your meeting. 1 would hope that 1 could respond in writing as to my views. Many 
of these may not be unique but have my support. 

1 . Llinunate all govemment funding of abortion and abortion clinics. 

2 Eliminate welfare support for those under 18 who are not manied and have children. They 
sluuld live with their (urents who should also support their grandchild. 

3. Eliminate providing condoms in public schools. 

4. Eliminate govemment funding of public television. 

5. Eliminate any funds to the National Endowment for the Arts. 

6. Eliminate Federal Govemment involvement in education and pass on to the states. Promote 

school vouchers. Encoui^e mvate specialty schools to provide customized appropriate 
education, allowing each child to he the "bkt" can be. 

7. Consolidate job training programs and reshape to have business provide co-op programs or 
provide direction to the training to concentrate on tiiose skills needed m the private sector. 

8. Depart criminals who are illegal aliens and get them out of our prisons. 

9. Eliminate any govemment support for illegal aliens. 

10. Eliminate any funding for groups such as: Planned Parenthood, National Education Associatioi^ 
etc. 

1 1 . Hrivatize the Federal Post OfSce. 

12. Set up medical saving accounts to encourage Medicare and Medicaid recipients to not use the 
Emergency Room for primary care; shop around for tite best medical care value, etc. 

13. Privatize Social Security vdiich would provide a variety of investment options; such as, annuities, 
mutual funds, interest accumulation, etc. 

14. Reduce medial malpractice litigation to reduce Medicare and Medicaid cosL 

15. Eliminate "Goals 2000”. 

16. Eliminate government support subsidies; such as, land bank program, natural resource depletion 
allowance, etc. 

17. Reduce IRS by institution of a flat tax or National Sales tax. Avoid any steep progressivity. 

18. Reduce funding for AIDS research. 

19. Require work for welfare support. 

Sincerely yours, 

T rr." 

Trox W. Light 


Into The Record For The Committee 
Reform And Oversight Committee 

Testimony Of Trox Light 

(216) 255-5335 
Precinct 3G 
July 14, 1995 
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Mr.Chainnan, tnemben of the coDimiOee. Thank you fee this opportunity to share with you my views 
on government. My family had just returned from a whir) wind vacation on the east coast traveling from 
Jamestown, VA to Plymouth, Mass, wtien we learned of this hearing. It was a wonderful experience to 
travel dirough 9 of the original 13 colonies. Our hearts were stirred os we saw where many of our fore 
fathers lived, and fought many of the battles that bought and preserved our country. Bui 1 fear that much 
of what they fought for is in jeopardy. Tbe trend in the histoty text books and media today is to promote 
the notion that diis nation is a democracy, and not a republic. In the Federalist Papers # 1 4 the terms were 
clearly defrned, James Madison writes ‘ 'In a democracy, the people meet and exercise the government in 
person, in a republic they assemble and administo' it by dieir representatives and agents." 

Our founders recognized that "we are endowed by our Creator with certain unalienable fights, thet 
among these ate life, liberty and the pursuit of happing” The men at the Constitutional Convention of 
1 787 had seen what a government without constraints could do to the people, in fact 1 1 years earlier the 
Declaration of Independence listed the offenses of England against tie colonists. Determined to not be 
subject to a tyrauoi^ government again they created a system of checks and balances to control, not the 
people, but the government. The end result was the United States Ciinslihilion. In the 1st Amendment it 
states "Congress sitall make no law respecting an establiduncnt of leligioa or prohibiting the free 
exercise thereof. ' ' This is a clear example of limitations being pul on the government, not on the people. 
Unfortunately, the tight to freedom of religion has become freedom from tdigioiL Out freedoms are 
also hindered in the area of business and industry by a myriad of laws. My husband works for a 
chemical company in their product safety end hazard communicatioa department. He owes his 
livelihood to the vast numba of rules arid t^ulalions that hie company must follow. While we 
appreciate the job secutity, the regulations have grown to such a point drat they have become oppressive 
in nature, we may own our businesses but govemmeat clcetly controls than. 

The United Stsses Constitution, in Article I section 8 deariy defines what our govenunent has 
jurisdiction over. And according to the lOtb Amendmatt "The powets not delegated to the United 
States by the Constitution, nor prohibited by it to the States, are reserved to the States respectively, or to 
the people." While 1 recognize that government agencies are well meaning the propa place for any 
matter not specified in the Constitution is widi the states. When we allow a fedcnl govcmmoit to grow 
as it has, the people become oppressed by increasing laws and regulations. LibcRy as derined by 
Webster is "the state of beiog free, the powa to do as one pleases." Patrick Henry said "Give me 
liberty or give me death." Ladies and Oeotlemen if we do not leduce die size of the federal government, 
and return powers back to the stales and the people therein we shall surely die as a nation. 

Thank you again for your time and attentioa. 

f-|or*xvcn. 9 . 
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Defund Legal Services Corporation 


I am Donna Kromcr. After hearing the highly esteemed LTV and Society Bank executives and others testify 
here today, 1 feel impressed upon to tell that Nvhile I am not on executive in a corporation of stockholders, 1 have critics 
and employees I cant fire. I think that makes my job different, aivi eveiy bit as challenging and laudable. 1 have been 
married successfully for thirty-three years and have raised two children to adulthood without their ever hove being 
involved in any serious trouble like taking drugs or abusing alcohol by getting DUTs, etc. I heard the politiciaru and 
business executives here today testify of their making their institutions work on less. Well, I have made my family 
instituion — my business — work on less and less because government takes more and more from me and my husband 
every year in taxes. While government has grown, I have had to cut back, all the while still keeping the same nutritional 
content of the meals 1 prepare. 1 have learned how to live in the same house, cutting back on many things because my 
real estate taxes have gone up and up. 1 am a dedicated, full-time house executive. I am the "Vict-Pnsidait” of "Mr. dr 
Mrs. Kromer & Kromer Family Associates, Inc. " And in addition to being successful at my position, I still have 
managed to maintain a sense of humor! Now having said that, I would like to thank the honorable manbers of this 
Committee for coming to our district first Now we have two firsts, the Cleveland Indians and this Committee. 

Rep. John Kasich's budget phases out funding for Legd Services Corporation [LSC] 1999. By 1998, LSC 
is to receive only five per-cent (5V«] of its current ftmds — just enough to close it down. The appropriated funding for 
LSC for fiscal year 1 995 is $41 5 million, projected for 1996, $435 million. 

Senator Phil Gramm said, '‘It's hard to justify ^^opri itmg anything for an agency with a histciy of political 
involvement 'at the taxpayers* expense.** 

Since 1 974, LSC has received more than $5 billiim frou the federal govenunent. Howard Phillipa, the head of 
the Oflloe of Economic Opportunity under Nixon, had jurisdiction over LSC, said, “^If you look at the actual budget 
numbers, the increases in welfare spending ... in imroigation services, and many other things directly iclated LSC*s 
activism, it adds up to something like $2 trillion added to the national debt** 

LSC has been corrupted by over 30 years without oversight or enforcement. That has made it anpossible to 
ensure that poor people are receiving any meaningful assistance. LSC works against attempts to control welfare 
spending and encourages people to slay on welfare. 

Western Massachusetts L^al Senices used taxpayer dollars to print a brochure to publicly wivise welfrue 
recipients who win the lottery to **spend the money fast to stay on public assistance** os to '*prepay rent so they can use 
the welfare money to buy a special gift or take a vacation.** A 47-year old Springfield welfare re c ipamt who won 
$75,000 in the lottery wasn't able to hide the money, so a suit on his behalf was initiated — even thoi^ he admitted 
he spend most on "drugs and gambling”. 

In 1993, the Clinton Board suspended LSC mcmitoring entirely, making financial accountabilify nonexistent 

LSC has pillaged the nation’s welfare system, costing American taxpayers biiliems of dollars in unnecessary 
welfare benefits. LSC lawyers battled to prohibit states from establishing residency requirements for welfine in Shapiro 
V. Thompson (1969), and denied states the right to cut ofTweifve benefits to aliens in Graham v. Ridtardaon (1971). 

LSC has torpedoed welfare reform. For example; 

* A class action suit was filed by LSC, along with the National Organization for Women [NOW] and 
the American Civil Liberties Uniem [ACLU], to block New Jersey's law capping payments to 
mothers having additional children white on wel&re. 

* The Legal Aid Society of Ontral Texas filed suit in 1994 to force public housing officials to rent 
apartments to minors. This left the landlords in the position of renting to tenants agairot \d)om they 
could not enforce leases and allowed these children to collect welfare benefits as Vad of their 
household. 

* In 1995, Northside Tenants Reorganization in Pittsburgh attempted to remove a drqg dealer, but 
Neighborhood Legal Services fought to keep the criminal in residence, and won. Not only has 
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Defund Legal Services Corporation 

Neighborfiood Legal Services driven property values down in a neighborhood of poor people, but has 
made it more dangerous 

• In Jonts V Shalala (1993), Legal Assistance Foundalion of Chicago sued to obtain SSI benefits for a 
44-year-old man they alleged was disabled due to alcohol and opium dependence and an antisocial 
personality disorder. Despite the fact their client admitted to stealing $60 a day to support his habits. 
Legal Assistance Foundation argued he was not capable of working. 

• LSC is responsible for the cuihy lifesQ^les of prison iiunates, who arc now **enutled" to such 
amenities as cable television and much mt^e. Communities concerned about protecting their diildren 
from sexual deviants are losing out to LSC lawyers who are successfully keeping criminal records 
from us. In a disturbing case from Pennsylvania, LSC represented a convicted rapist in his suit for 
custody of the child he fathered by the rape of a 1 3 year-old girl. 

Supporters of Proposition l$7 are m confrontation with the National Immigration Law Center that is advising 
organizations nationwide on the representation of illegal immig^ts. 

Supporters of LSC claim zeroing out federal funding would leave the poor, especially women and children, 
helpless and without access to the legal system. 

There is ample evidence to the contrary. If LSC were defunded tomorrow, resources would be available to help 
the poor. Legal Services programs would still receive hundre ds of millions of dollars from stale and local governments 
as we)] as private sources. Many LSC programs en^e in f^-for-service work under the Equal Access to Justice Act 
and other Acts. 

There are also hundreds of legal services programs alreatfy in existence but not funded by LSC, listed in the 
directory of the National Legal Aid and Defenders Association Pro-bono programs and resources of legal deferwe 
funds will continue to support legal services. The poor have access to justice that most members of the middle class 
cannot aiTord and even the wealthy might deem too costly. 

LSC has kept fanners from farming has given aid to leftist guerrilla groups like the Sandinistas, and has 
pandered to illegal aliens When poor families are in crisis, LSC opposes mediation, an important way of resolving 
domestic disputes LSC advocates cash seulemenls should be avoided so that the mother can be eligible for welfan and 
discourages visitation from fathers. 

Therefore, I urge this honorable committee, defund LSC, do not attempt to reform it It is beyond redenqjtion. 

Thomas Jefferson said, '‘To compel a roan to furrush contributions of money for the propagation of opinions 
which he disbelieves is sinful and tyraniucal." 



CREATING A 2 1ST CENTURY GOVERNMENT 


SATURDAY, SEPTEMBER 9, 1995 

House of Representatives, 

Committee on Government Reform and Oversight, 

Upper Montclair, NJ. 

The committee met, pursuant to notice, at 10:06 a.m., at 
Montclair State University, Student Center Ballroom, Valley Road 
and Normal Avenue, Upper Montclair, NJ, Hon. William F. 
Clinger, Jr., (chairman of the committee) presiding. 

Present: Representatives Clinger, Tate, Martini, Schiff, Horn, 
and Davis. 

Also present: Representative Zimmer. 

Staff present: Kristine Simmons, Monty Tripp, and Wallace 
Hsueh, professional staff members; Judith McCoy, chief clerk; and 
Cheri Tillett, assistant chief clerk/calendar clerk. 

Mr. Clinger. I want to thank all of you for attending this meet- 
ing of the Government Reform and Oversight Committee, which is 
the second field hearing on “Creating a 21st Century Government.” 

I also want to take the opportunity, before we hear from our first 
panel of witnesses, to thank a very distinguished member of this 
committee and this area’s Representative in the House, Congress- 
man Bill Martini, for hosting this committee today. 

I also want to thank Montclair State University for the very 
warm welcome which we received this morning and for making the 
Student Center Ballroom available for our use. 

The purpose of our field hearings is to learn from distinguished 
witnesses — and our panel this morning is, indeed, very distin- 
guished — who have direct experience in creating more efficient and 
responsive business and government organizations. 

We hope that the insists learned from their success stories will 
help us meet our own challenge to create a Federal Government 
that is streamlined, innovative, responsive, and better able to lead 
us into the next centuw. 

The Committee on Government Reform and Oversight wants to 
do more than just talk about the need to downsize. We want to act 
on restructuring Federal agencies and departments to provide the 
results the American people expect and demand. 

We are prepared to ask the difficult questions which confront the 
private sector on a daily basis: Does our organization meet the 
needs of our customers, our customers being the American people, 
and can we effectively produce to the level of their demand? 

Our Federal Government agencies have grown unchecked for far 
too long. The time for change is now. No longer will Federal de- 
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partments and agencies expand in size and scope while the quality 
of Government service suffers. 

Taxpayers demand efficient services for their contributions to 
these agencies, and we are pledged to smart-sizing the Federal 
Government to make the service delivery system meet the needs 
and expectations of every American citizen. 

Americans, I think, are painfully aware of the bureaucratic red 
tape that we encounter when using the services of many of our 
Federal institutions. Everybody, sooner or later, has a problem 
with the Federal Government. 

The Federal Government today is nearly six times — six times — 
the size it was in 1930, and this growing spiral continues to this 
day. 

In fact, statistics show that, in fiscal year 1994, the Federal Gov- 
ernment spent $203 billion-^203 billion more than it took in. 
That’s equivalent to $797 for every man, woman, and child in the 
United States. 

This overspending and growth must be stopped if we want our 
Federal Government to provide successfully for future generations 
of Americans. 

Our task as lawmakers is to create smart legislation that will 
focus the Federal Government on those essential functions that 
must be performed well on the national level. 

The fact is that many components of our Federal agencies can be 
more efficiently and much more cost-effectively administered 
through State and local government or private-sector means. 

This involves knocking down the walls of our inefficient bureauc- 
racy and building a government that performs only — only those 
functions which create meaningful and needed results. 

The witnesses that are appearing before us today have already 
met the challenge of preparing their organizations for the future, 
and we hope to learn from their experiences in creating our own 
21st century government. 

Through the contribution of these experts and the comments we 
receive from the people of New Jersey, we hope to learn how inno- 
vation and a vision for the future can lead to a government that 
reflects the needs of its citizens. 

With that, allow me again to thank our witnesses, our audience, 
and my colleagues who have taken the time to attend this hearing 
and listen to what our witnesses and the people of New Jersey 
have to say, and at the outset, I want to recognize our host this 
morning, the very distinguished gentleman from New Jersey, Con- 
gressman Martini, for any opening statement that he would wish 
to make. 

Congressman Martini. 

[The prepared statement of Hon. William F. Clinger, Jr. follows;] 
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STATEMENT OF THE 
HONORABLE WILLIAM F. CLINGER, Jr. 
CHAIRMAN 

HOUSE COMMITTEE ON GOVERNMENT REFORM 
AND OVERSIGHT 

Hearing on “Creating a 21st Century Government” 
Upper Montclair, New Jersey 
September 9, 1995 


Good morning, and thank you for attending the Committee on Government Reform and 
Oversight’s second field hearing on “Creating a 21st Century Government”. I would like to take the 
opportunity, before we hear from our first panel of wimesses, to thank a distinguished Member of 
this Committee and this area’s representative in the House, Congressman Bill Martini, for hosting 
the Committee today. I would also like to thank Montclair State University for the warm welcome 
and for making the Student Center Ballroom available to us this morning. 

The purpose of our field hearings is to learn from distinguished witnesses who have direct 
experience in creating more efficient and responsive business and government organizations. We 
hope the insights learned from their success stories will help us meet our own challenge to create a 
federal government that is streamlined, irmovative, responsive, and better able to lead us into the 
next century. 

The Committee on Government Reform and Oversight wants to do more than talk about the 
need to downsize; we want to ACT on restructuring federal agencies and departments to provide 
the results the American people expect. We are prepared to ask the difficult questions which 
confront the private sector daily Does our organization meet the needs of our customers and can we 
effectively produce to the level of their demand? 

Our federal government agencies have grown unchecked for far too long. The time for 
change is NOW : no longer will federal departments and agencies expand in size and scope while the 
quality of government service suffers. Taxpayers demand efficient service for their contributions 
to these agencies and we are pledged to “smart-sizing” the federal government to make their service 
delivery systems meet the needs and expectations of every American citizen. 

Americans are painfully aware of the bureaucratic red tape that we encounter when using the 
services of many of our federal institutions. The federal government today is nearly SIX TIMES the 
size it was in 1930 and this growing spiral continues today. In fact, statistics show that in fiscal year 
1994 the federal government spent $203 billion more than it took in - equivalent to $797 for every 
man, woman, and child in the United States, This over-spending and growth must be stopped if we 
want our federal government to provide successfully for future generations of Americans. 

Our task as lawmakers is to create smart legislation that will focus the federal government 
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on those essential functions that must be performed well on a national level. The fact is that many 
components of our federal agencies can be more efficiently and cost-effectively administered 
through state and local governments or private-sector means. This involves knocking down the 
walls of the inefficient bureaucracy and building a government that performs only those functions 
which create meaningful and needed results. 

The witnesses appearing before us today have already met the challenge of preparing their 
organizations for the future, and we hope to learn from their experiences in creating our own 21st 
Century Government. Through the contribution of these experts and the comments we receive from 
the people of New Jersey, we hope to learn how irmovation and a vision for the future can lead to 
a government that reflects the needs of its citizens. 

With that, allow me again to thank our witnesses, our audience, and my colleagues who have 
taken the time to attend this hearing and listen to what our wimesses and the people of New Jersey 
have to say. 

1 would now like to recognize Congressman Martini for an opening statement. 
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Mr. Martini. Thank you very much, Mr. Chairman. 

Mr. Chairman, I’d just like to take this opportunity to first wel- 
come you to the great State of New Jersey and my fellow colleagues 
on the Government Reform and Oversight Committee and, in par- 
ticular, the Eighth Congressional District for this very important 
meeting this afternoon. 

As most of us know by now, the 104th Confess has clearly dem- 
onstrated a commitment to fiscal responsibility. This fall in Con- 
gress, I am confident that we will make a down-payment on Ameri- 
ca’s future. 

For the first time in two decades, the House and Senate are 
poised and ready to pass a balanced budget and to begin the proc- 
ess of bringing fiscal responsibility to the Federal Government. 

In passing a balanced budget, we will be turning a comer, a new 
comer, in our Nation’s history. With that, some will be satisfied 
with that accomplishment. 

I would argue that this bucket provides only a good foundation 
for a stmcture that this committee still has the task to build to as- 
sure fiscal responsibility for years and even generations to come. 

Some individuals argue that this budget is based on the prin- 
ciples of reduction, downsizing, and elimination of it. I would argue 
that this is too simplistic an approach to a much bigger task. 

It is true that there are instances in this Federal budget in 
which programs will be reduced, downsized, and even eliminated, 
but in those instances, it will be agencies and departments that 
have long outlived their usefulness. 

There is even a bigger question, and that is what the function 
and role of our Federal Government will be as we enter the 21st 
century? 

The purpose, then, of this hearing is to begin a dialog with the 
American people on what steps are necessary to bring arout a 21st 
centuty Federal Government. 

Basic questions about the functions of Government must be 
asked. There are mandatory functions, of course, that it must per- 
form. However, when it comes to other discretionary functions, we 
need to take a fresh look at whether or how to perform that. 

Today, we continue a dialog which we started in Ohio to re- 
appraise the roles, goals, and priorities of the Federal Government. 

The committee has come here to northern New Jersey and gone 
elsewhere throi^hout this great Nation because something has, in 
fact, been lost in Washington, It is, in my opinion, the ability to 
see beyond the beltway. 

I have only had the privilege of serving this congressional district 
for 8 months, but what became abundantly clear as I began my 
tenure on Capitol Hill in January of this year is that no one had 
previously questioned the status quo. 

For example, no one was questioning the effectiveness of present 
programs before adding yet another program to the roles of the 
Federal Government. No one stopped and asked which programs 
work, which don’t, or which should be eliminated. Instead, all too 
often, Congress simply created a new program without eliminating 
the first, creating only another confusing level of bureaucracy. 

As a result. Congress created dozens of programs duplicating 
each other, with many not fulfilling their intended goals or pur- 
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poses. This committee, therefore, has been given the task under the 
able leadership of Chairman Bill Clinger to seek out and rec- 
ommend new solutions. 

Local officials and business executives understand the challenges 
and the obstacles that they face in undertaking a similar task in 
reinventing their respective organizations. It is this committee’s 
duty today to listen, learn, and lead this Federal Government into 
the 21st century. 

We need to establish a doctrine for Congress to follow, and then, 
once we establish this doctrine, we need every day and every ses- 
sion of Congress to continue to work toward achieving our mission. 

In these first 2 years, we have and we will continue to take large 
steps, but there will still be a great distance to travel. Our task is 
an ongoing mission, a mission based on making the Federal Gov- 
ernment smaller, smarter, and less costly and yet deliver necessary 
services effectively. 

In less than 5 years, we will enter a new millennium. As we ap- 
proach this milestone, we need to review the advances that have 
been made in the last century. 

In an era of faxes, automation, and high-speed computers that 
have revolutionized the way the world works, we also in govern- 
ment must integrate this technology into government’s process and 
functions. 

Here in New Jersey, I am proud to say that our government. 
Governor Christine Todd Whitman, has already embarked on this 
mission, the mission of reinventing the way the State government 
will need to operate in the next centuiw. Well before Congress 
began to act, she began to bring the kinds of innovations to New 
Jersey government that have enabled her to implement the bold 
and effective changes that have breathed the new fresh air into our 
life here in New Jersey. 

I am also proud to say that New Jersey businesses are leading 
the way in the private sector, creating high-paying, high-technology 
jobs for our citizens with next-century te^nologies. 

In fact, many of today’s witnesses have been personally involved 
in very successful reform efforts. 

We must listen, learn, and meet the challenges and obstacles and 
hear the success stories that these witnesses will relate to us this 
afi^emoon. 

'The people of the State of New Jersey, particularly the Eighth 
Congressional District, are, in my opinion, very fortunate to have 
this opportunity today to be a vital part of helping to create this 
new mission statement for our Federal Government. 

Before I yield my time, I want to, once again, thank my col- 
leagues for taking this time out of their weekend to be here in New 
Jersey, and all of the individuals who will be presenting testimony 
this morning and, of course, the audience members and others who 
are here today to help us in this mission. I would also like to 
thank, of course, the Montclair State University administration 
and leaders for providing us with these facilities today and their 
warm and hospitable reception. I look forward to hearing our wit- 
nesses and learning more today about this very important task, 
and I yield back the balance of my time. 

Mr. Clinger. Thank you very much. Congressman Martini. 



283 


I would like to introduce the other members of the panel that are 
here in New Jersey today, and ask if any of them have any state- 
ments that they would like to make before we call our first panel 
of witnesses. To my immediate left is Congressman Steve Schiff 
from the State of New Mexico, who is the vice-chairman of the Gov- 
ernment Reform and Oversight Committee, and to his left is Con- 
gressman Steve Horn from the State of California, who is the 
chairman of a very important subcommittee under the Government 
Reform and Oversight Committee on Government Management, In- 
formation, and Technology so he has a very vital interest in the 
subject of these hearings today. To his left is Congressman Tom 
Davis, a very vital member of our committee and chairman of the 
Subcommittee on the District of Columbia, dealing with the prob- 
lems that the District is dealing with, and to his left is a former 
Member, an alumnus, I guess you might say, of the former Govern- 
ment Operations Committee, now Government Reform and Over- 
sight Committee, Congressman Zimmer, and we are delighted to 
have him join the panel today. 

To my right, beyond Congressman Martini, is Congressman 
Randy Tate, a freshman Member but a very, very involved and ef- 
fective Member from the State of Washington, the Seattle area. So, 
we have very broad geographic diversity within the panel here. 

As I have indicated, this is the second of six regional hearings 
planned across the country talking about this very vital issue of 
government reform, downsizing, and efficiency. 

We will hold hearings next month out on the west coast and, 
later on, in the south. We may hold hearings beyond that. 

So, we are delighted to be here, and at this point, I would like 
to ask our first panel to come to the podium. While they are com- 
ing, I would refer to any of my colleagues who would like to com- 
ment. 

Mr. Tate. 

Mr. Tate. I, too, would like to thank the chairman and Congress- 
man Martini, who I have had the pleasure to get to know as a fel- 
low freshman going through the rigors of being a new Member of 
Congress. 

We heard a clear message, and we have heard it around the 
country, that the government was too big and that it needed to 
change, and that is what we have been embarked on over the last 
several months. I will keep my comments short, because what we 
want to do is hear from you folks, and I guess I do not want to 
break any news to anybody, but all wisdom does not reside in 
Washington, DC. It resides out there in the real world with real 
people who are out there in the trenches every day solving prob- 
lems and coming up with solutions, and that is why I think it is 
so important for us to leave the beltway to go out and talk to real 
people, local elected officials that are dealing with the types of 
problems that we are facing today in the U.S. Congress, and that 
is why I think it is so important for us to get out and hear what 
you have to say, and so, with that, Mr. Chairman, I would like to 
yield back the rest of my time. 

Mr. Clinger. Thank you veiy much. 

Congressman Zimmer. 
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Mr. Zimmer. Mr. Chairman, I want to thank you for allowing me 
to sit in with my former committee, and I want to commend you 
for having this hearing in the district of our outstanding colleague, 
Bill Martini. 

In 1994, the voters clearly stated that they did not want more 
of the same from the Federal Government-, but I do not think they 
asked for less of the same either. 

Our challenge is to transform the nature of government, to 
change the way we do business and to take a fresh look at our op- 
erations, and Washington has not been veiy good at accomplishing 
this sort of thing. As Mr. Tate said, the State and local units of 
government have transformed themselves, in some instances, in a 
way that can be an inspiration and a model for us at the Federal 
level, and of course, the private sector has led the way in the last 
couple of decades in making the painful adjustments to be competi- 
tive in a global economy. 

So, that is why this hearing is so important. That is why I am 
delighted to be part of it, because the specific elected officials and 
private-industry leaders who will talk to us have gone through 
some very difficult problems and are still dealing witn those prob- 
lems in a very competent and imaginative and innovative way. 

We can learn a lot, and we can change the Federal Government 
by modeling what we do after what New Jersey has done. 

At the State level, the State of New Jersey has learned how to 
do more with less, has proved that it is possible to reduce taxes 
and spending and still maintain the quality of service that the peo- 
ple deserve, and great new local leaders like Mayor Schundler and 
Jim Treffinger have taken on some very difficult circumstances and 
have proved the same thing at their level of government. 

So, I am delighted to be here so we can share their wisdom and 
actually turn this into action. 

Thank you very much. 

Mr. Clinger. We are now prepared to begin our hearing. 

Let me just say at the outset, we do have an extensive list of wit- 
nesses that we are going to be hearing from this morning and this 
afternoon, and we have some time limitations on some of the mem- 
bers of the panel who have to catch planes to go elsewhere. 

So, we do have a rule in the committee that we try and limit the 
formal presentations to 5 minutes, if that is possible. We will have 
all of the written testimony, and without obiection, all of the writ- 
ten testimony will be a part of the full record. 

So, to the extent possible, we would ask you, if you could, to limit 
your presentations to the 5 minutes. 

I want to welcome our first very distinguished panel of witnesses 
on local government, because this is really — you know, in this effort 
that we are engaged in, we are really talking about trying to rede- 
fine the Federal-State-local relationship, which many of us think 
has become too much skewed to the Federal level. 

It is no longer a partnership; it is sort of a parent-ward relation- 
ship, and that is not what was intended, I think, by the founders, 
and that is what we are tndng to address. 

Mayor Bret Schundler has had a distinguished public and pri- 
vate career and, in his capacity as mayor of Jersey City, has cl - im- 
pioned the cause of reducing crime and improving the educational 
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system and lowering taxes, and we are delighted to have you with 
us, Mayor. 

County Executive Jim Treffinger has been in his current position 
only since January, but he is no stranger to government service, 
having served in the past as mayor, deputy mayor, and council 
member for the Township of Verona, and again, we welcome you. 
Mayor, to the panel. 

Mayor Pascrell of Paterson is a life-long resident of that very dis- 
tinguished city. In addition to various past positions in city govern- 
ment, Mayor Pascrell was a teacher for 12 years and served as 
president of the Paterson Board of Education. 

So, welcome to you all. 

We have a custom in this committee, because it is an oversight 
committee, of swearing all of our witnesses, and if you would not 
mind taking the oath, just raise your hand at your desk and we 
would just ask you if that would be acceptable. 

[Witnesses sworn.] 

Mr. Clinger. Thank you very much. 

I guess we would lead off with Mayor Schundler, if you would, 
please. 

STATEMENTS OP BRET SCHUNDLER, MAYOR, CITY OF JERSEY 

CITY; JAMES W. TREFFINGER, COUNTY EXECUTIVE, ESSEX 

COUNTY; WILLIAM J. PASCRELL, JR., MAYOR, CITY OF 

PATERSON 

Mayor Schundler. It is a great pleasure to have you here, and 
I do want to commend you for leaving Washington to come to the 
rest of America, which begins in New Jersey. 

I do have brief written testimony, with some articles that expand 
on some of the policy ideas I will lay out here, but I think the issue 
you are dealing with, which is the proper role and structure of gov- 
ernment and at what level of government various kinds of authori- 
ties should be vested, is the key issue of our time. 

I personally believe that it is impossible for central government 
to truly be effective for two reasons — I should say be effective 
across a broad range of issues — ^for two reasons. 

The first is because of the inevitable impact of political consider- 
ation. 

All of us, whether we are mayors or State legislators or Con- 
gress-people or, for that matter, the President, as elected officials, 
are concerned with staying in office, which means that we are sub- 
ject to the influence of those who are politically powerful, which 
means that sometimes the decisions we make are not 100-percent 
solely a function of a disinterested view on what might be good pol- 
icy. 

There does get to be a certain amount of political calculus that 
gets involved. 

A second problem is that central government is not necessarily 
always competent to deal with every issue. I can readily say that, 
as the mayor, I do not think I have the ability to judge what is the 
best response to help educate every child in every classroom in Jer- 
sey City. 

So, I really do not think I should have the power. I do not think 
I should be dictating what gets done. I think it makes a lot more 
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sense to devolve that authority to the teacher actually in the class- 
room working with the child. 

So, we have an issue where sometimes government which is dis- 
tant is not competent and sometimes government which is distant 
is just not necessarily 100-percent having the same interest as the 
people that we say we want to serve. 

Sometimes we as human beings having political interests that 
interfere with the best decision being made. 

The solution is to try to devolve power as closely as humanly pos- 
sible to the individual American citizen, and I think there are is- 
sues where we can do that in a very, very efficient and easy way. 

For instance, when it comes to essentials of individual oppor- 
tunity, like education, there is no reason in the world why, at the 
Federal or State or, for that matter, even at the city level, we 
should be dictating how a given child gets educated. 

We should allow parents to have the right to look for the best 
possible education for their child. If it is an essential of individual 
opportunity and we say we care about opportunity for each of those 
individuals, we should give them the power to do what is best for 
themselves. 

You can say the same about housing when we talk about housing 
vouchers. Why build a big government housing project and say to 
the poor that you must live here even if there is better housing 
available for less money? 

It makes more sense to empower the individual that we say we 
want to help to be able to get what is best for themselves and their 
families. 

Not all government services take the nature of beii^ elements of 
individual opportunity. There are things which are effectively com- 
munal in nature, like for instance making sure that a neighborhood 
is safe. 

You cannot have police vouchers, but you can keep power very 
close to that local neighborhood, ana we see examples of that in our 
business improvement districts and our neighborhood improvement 
districts, where they have brought on private security guards 
under private management that can be hired or fired by the local 
neighborhood. 

You can see an example of this, I might add, at any condomin- 
ium association, where the people in the condominium association 
pay specific management fees so that they can hire a company that 
they can also fire if it does not do various supplemental public 
services like gardening well, like maintaining the common spaces 
well. 

Well, we see examples now, again, in business improvement dis- 
tricts all across America of crime ratcheting downwards, because in 
addition to have the city police services, they also have directly ac- 
countable, very locally controlled safety supplementary services 
being provided by private management companies that have to 
compete for the right to provide those services. 

I do not know how many of you have seen this month’s policy re- 
view by the Heritage Foundation, but they have an article called 
Safety Inc., which I would commend to you which expands signifi- 
cantly on the business improvement districts in New York, where 
you might not be aware, but for instance, in the Grand Central 
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Station area, crime is down 87 percent since the implementation of 
a business improvement district there. And I would argue that, if 
you look at New York’s crime in general, it is dramatically lower 
than it was 10 years ago, and I do not think the reason is because 
of a new administration there, per se. I think Police Commissioner 
Batton is doing a fine job, and I think Mayor Gulianni is doing a 
fine job, but I think the real dramatic impact has come from the 
growlii in neighborhood-based security being provided through the 
business improvement districts. 

Bryant Park, which was the most drug-infested park in New 
York City — ^happens to be located right outside the piAlic library — 
used to be a pmce where no one would go. They have not had a 
crime there in 2 years, because the business improvement district 
has been put in place. 

Government works with the private sector in this regard by giv- 
ing the local commimity the taxing power to effectively levy a little 
bit of a self-assessment that they control directly, and then they 
hire that private management company to provide the supple- 
mentary services. 

That still leaves something for the Federal Government to do. 
Now, we can talk about the appropriate level of services at the city 
level, at the State level, but there are still things for the Federal 
C^vemment to do, and let me close my comments, just expand on 
a few of those. 

Obviously, if you do not provide for the national defense, none of 
us will be able to maintain our freedom. 

If you do not make sure that civil rights are a reality everywhere 
in America, then we are not living up to our requirement to provide 
every American their constitutional freedoms, and I might add, you 
should also be defending economic freedom. 

Just as every American should enjoy religious liberty and politi- 
cal freedom and equal rights, we should also be able to enjoy eco- 
nomic rights, which is one reason why I asked all of you in the 
House not to pass flow control legislation, which would begin to 
give the States the ability to interfere with interstate commerce, 
which is directly enunciated in the Constitution of the United 
States as being something that we should not have. 

We should have free commerce across the entire United States, 
economic freedom to do what is best for ourselves and our commu- 
nities. 

Thank you very much. 

[The prepared statement of Mr. Schundler follows:] 
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TESTIMONY BY THE HONORABLE 
BRET SCHUNBLER 
MAYOR OF JERSEY CITY 


Delievered to the n. S. House of Representatives 
Committee on Government Reform and Oversight 


September 9, 1995 


I want to commend you for taking up the question of the 
proper role and structure of government. It is the key public 
policy issue of our time. 

And I also want to thank you for leaving Washington, and 
coming here, to listen to the people. 

For the past sixty years, many Americans have flirted with 
democratic socialism. We have never believed in the divine right 
of kings or the benevolence of dictators. But for the better 
part of this century, many of us have believed that a strong, 
central government — with the power to control natural 
resources, and industrial capital, and to redistribute wealth — 
could be a great force for good, if it was properly controlled by 
the people through democratic elections. 

I don't think the people of America believe this anymore. 
What I hear people saying, in fact, convinces me that most 
Americans now reject strong central control. 

We have too often seen our democratically elected leaders 
use the power we have given them to advance their own interests, 
or those of the politically powerful, at our expense. 

And we are reminded of the wisdom of our founding fathers, 
who noted that given the fallen nature of Man, power over others 
tends to corrupt, and absolute power to corrupt absolutely. 

Please don't misunderstand me. I do not believe that the 
people of America are anti-government. But I do believe the 
people of America increasingly are pro- limiting government. 
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In the state of nature, the powerful oppress the weak — so 
we know that government is necessary to ensure freedom and 
justice. 

But government today has become so powerful a force in 
itself, so remote, and so frequently insensitive to our needs, 
that government itself, we are sad to see, frequently oppresses 
the weak. 

The time has come for change. 

What I believe the people of America want their government 
to do, instead of accruing power to itself, is to empower we, the 
people. 

We don't want government to give us things. In fact, we 
don't trust you to have the power it takes to give us things, 
since everything you give to us, you first must take from us. 

But we do want you to ensure us the opportunity to earn for 
ourselves the things that we need. 

In short, it is not entitlement that we seek. 

It is empowerment! 
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Mr. CuNGER. Thank you very much. Mayor, for a very stimulat- 
ing opening for our hearing this morning. We are grateml for your 
input and look forward to asking you some questions when we nave 
completed the panel. 

Now, I would turn to Mr. Treffinger, please. 

Mr. Treffinger. Thank you. Chairman Clinger and distin- 
guished Members of Congress. Thank you for coming. You happen 
to be within the borders of the coimty where I am the county exec- 
utive, Essex County. 

Let me state to you that I want to, if I can, capsulize some of 
the efforts that we have been making on the county level over the 
last 8 months and hope that it may provide an example of two 
things, what governments can do by privatization and out-sourcing 
methods, in addition to cost-cutting, what government can do — 
local governments can do, like ours, with regard to more innovative 
strategies, and hopefully, that will tie in with what I believe is the 
need to devolve more power to the States. 

As the county executive of Essex County, it has long been my be- 
lief— and that belief has been reaffirmed by the last 8 months — 
that the more power you get closer, rather than more — than re- 
mote — to the citizen, the better off you are. 

Let me state first that, if there is any example or glaring and elo- 
quent argument for the notion of limited government, it is Essex 
County government. 

We are one of the most densely populated and most urbanized 
counties in the country, and unfortunately, we have had a very sad 
long history of not only inefficiency and financial shenanigans but 
also a sad history of corruption. 

One needs to look no further than to Orange County, CA, to wit- 
ness just how dire the situation has become for county government 
leaders trying to avoid insolvency in the face of fiscal mismanage- 
ment, deteriorating revenues, and increasing cost to maintain coun- 
ty government as it is. 

Let me state that, with regard to county government in New Jer- 
sey — and this may strike some of you as odd, since I am the county 
executive — I have felt for a very long time, philosophically — and 
now as a person who has been in charge of Essex County govern- 
ment for the last 8 months, that philosophical opinion is buttressed 
by empirical evidence — that we ao not need county government in 
the State of New Jersey and perhaps in other States. 

I would like to see the government over which I preside elimi- 
nated, and I think by doing that, what you would do is you would 
create less job opportunities for politicians, less job opportunities 
for recipients of politicians’ patronage, you would eliminate an im- 
necessary layer of government. 

Sixty percent of all the programs that Essex County citizens pay 
for are State mandated and State controlled, and that has been 
that way for a long time. 

The other 40 percent are discretionary programs which I believe, 
if it is decided that they are needed at all, which be much better 
handled by the municipalities, which is a government closer and 
more accountable to the people. 

Besides the philosophical belief that this extra layer of govern- 
ment — which, by the way, goes back to before the creation of an 
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independent United States — at least in our State, when New Jer- 
sey was a colony, county government existed, and frankly, most of 
our taxpayers still feel very much in that position as colonists with 
regard to a mother government in a remote place and politicians 
who tell them what to do only at tax time when they come around 
and take their monw jmd are invisible most of the time other than 
that, but in Essex County, we have a situation which, I think, be- 
cause of its facts, speaks so eloquently to the need that you do not 
need county government in our State. 

It might work in some other parts of the county. It might have 
worked very well in the 17th century. In our particular county, we 
have 22 highly sophisticated organized incorporated municipalities. 
They can perform their functions quite well. 

We also have a ve^ highly structured and, now, under Governor 
Whitman’s leadership, a very competent State administration. It 
can perform the functions that are mandated by the State very 
well. So, in the State of New Jersey, I believe county government 
is not necessaiw. 

Unfortunately, it is a creature of legislation, and only our State 
legislature can make that determination. 

So, my goal is to try to downsize, to try to reduce in scope and 
in size this monstrosity that has a budget of half-a-billion dollars, 
that has — takes between 25 percent and 32 percent of the property 
tax dollars of our local citizens each and every year for services 
that would be better handled, those that are mandated by the 
State, better handled by the State, and those that are not man- 
dated, better handled by the municipality. 

If I could bore you for a moment with some of the facts about 
Essex County which I think speaks highly to what I have been say- 
ing and also talk about some of the things we have tried to do. 

When I took office 8 months ago, we inherited a $161.5 million 
deficit; $69 million of that was a recurring or what is called a 
structural deficit; $92.5 million of that is a non-recurring deficit. 

Well, in our first few months, we have closed that $161.5 million 
gap. We have instituted a multi-year plan of fiscal recovery. For 
the first time in 6 years, we did not increase the county tax levy. 

We undertook the largest spending cuts in county history and, I 
am told, one of the largest cuts by any local government in New 
Jersey State history, over $50 million in the operating budget, and 
I am proud to say that, even though I am a Republican, my 
freeholder board, which 8-to-l controlled by the Democrats — ^the 
freeholder board unanimously approved this starting bucket. 

So, I think there is a new realization on the part of all people 
regardless of political orientation that things have to be done. 

Let me just talk about some of the proWems. We also inherited 
a mountain of debt. Over $700 million was added in new principle 
alone in Essex County. 

The total debt service of our coimty over a 30-year period, 4 
years ago, before my predecessor, whom I might add is now in a 
Federal penitentiary— jaefore he took office, the total debt service 
for a 30-year period, principle and interest, was $500 million. 

When I took office 4 years later, it was $1,050,000,000 and a lot 
of that debt was issued to pay for operating expenses. 
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We have over $50 million in annual debt service. We have $64.5 
million that gets spent, because of the peculiarity of county govern- 
ment, by county t^payers for the welfare system in Essex Coimty. 

Essex County comprises almost one-third of the total welfare cost 
of the entire State of New Jersejr. 

We are within the top 10 providers around the country of welfare 
deliveiy services, one of the largest welfare delivery systems in the 
country, $64.5 million in 1995 alone. 

We run jails, which is State mandated and also regulated by 
some Federal courts. 

I will try to be brief. 

In trying to deal with some of these massive problems that we 
have inherited and knowing I cannot eliminate county government, 
because only the legislature can do that, we have tried to downsize 
it and to dismantle many of the parts, and one of the methods we 
have used was what hopefully is a humane method of privatization, 
which has only one interest and that is the interest of the tax- 
payer, to begin to deal with the taxpayer as the only legitimate 
customer of government and also as the shareholder of government, 
the person a^o pays for it. 

What we have done, which has not been done before, is we 
privatized the cleaning and janitorial services, giving Essex County 
tamayers a net annumized savings of $1,026,000. 

We privatized security for the court buildings, and that gave 
Essex taxpayers an annualized net savings of $1,080,000. 

We have sent out over 400 requests for qualifications and are in 
the process now of exploring privatization and the sale of a county- 
nin geriatric center, something that county government has proven 
that it does not do well. 

It has proven that, because in the last 5 years, the taxpayers 
have lost an average of $ 1^2 million a year. 

This year, it will lose over $3 million, and in addition to that, re- 
cent State inspection reports have shown that the care of the elder- 
ly has been riddled with neglect and abuse. 

We are in the final stages of exploring plans to privatize three 
county golf courses. 

We are nearing the end of a study regarding the possibility of 
out-sourcing and revitalizing a much deteriorated zoo which has se- 
riously decnned over the years and hope to do that with a not-for- 
profit enterprise. 

We have been conducting a cost-benefit analysis on every level 
of government, and we are exploring the possibility of what I call 
municipalization. 

Things such as snow plowing, which are performed by the county 
government utilizing private contractors, I hope to allow the mu- 
nicipalities, if they want to, the chance to take over the services in 
exchange for the tax money thejr pay to the county, and the best 
way I have figured out to do it is through the market, instead of 
contracting with private contractors, ask the municipalities if they 
would like to contract for that service themselves, since they know 
how to do it, they do it better, and they are more accountable. 

Let me close, although I have more statements — it is my testi- 
mony — simply by stating we need your help, because we need more 
power to be given to the States, so that the States can help us. 
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We find ourselves in impossible situations to try to get a better 
handle on some of these problems, to be innovative in some of these 
areas, such as welfare reform, such as a better facility in handling 
the inmate population. 

We have come up, for example, in Essex County, with some inno- 
vative programs, such as we are using in an aggressive meinner 
non-violent inmates on a volunteer basis to help us pick up litter 
in the parks. 

We are also instituting proCTams which will allow us to use able- 
bodied welfare recipients to help in litter removal, but we cannot 
do those thinm effectively and innovatively unless there is more 
power devolved to the States. 

As Justice Brandeis once said, “the States are the best labora- 
tories of democracy.” 

I believe that even makes more sense when you go down to the 
local level, and wouldn’t it be so much better in our State if the 
local level consisted of municipalities and we got rid of the anachro- 
nistic monster of inefficiency known as county government? 

Thank you, gentlemen. 

[The prepared statement of Mr. Treffinger follows:] 
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TESTIMONY BY JIM TREFFINGER, ESSEX COUNTY EXECUTIVE 
TO THE HOUSE OF REPRESENTATIVES GOVERNMENT REFORM AND 
OVERSIGHT COMMITTEE 


Good morning, my name is Jim Treffinger, and I am the Essex County 
Executive - the state's most diverse county. The experiences of Essex County refiects 
the chronic financiai conditions affecting large county governments throughout the 
United States. 

One needs to look no further than to Orange County California to witness just 
how dire the situation has become for county government leaders trying to avoid 
insolvency in the face of fiscal mismanagement, deteriorating revenues and 
increasing costs to maintain county government programs and services. 

What makes it worse here in Essex County are the financial mismanagement 
and corrupt oversight of previous, calcified County administrations, in fact, despite 
entering office facing an enormous budget deficit from years of abuse by former 
County officials, I am pieased to say that Essex County is beginning to turn the corner 
in improving its fiscal stability through a number of efficiency efforts, such as cost 
cutting and privatization strategies, while at the same time reducing unnecessary 
expenditures of taxpayer doilars. I can tell you this has not been an easy process. 

At ali levels of government , elected officials are becoming more resourceful in 
implementing efficiency standards. Just as important though, we must assure our 
constituents that we are not cutting just for the sake of cutting. Our message must be 
that while we are often turning to the private sector for savings and efficiency 
government leaders must remain diligent in overseeing privatization efforts so that 
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services to the taxpayers are improved at the same time as cost to the taxpayers are 
decreased. 

When I took office on January 1. 1995, my staff and I inheritied a $161.5 million 
deficit consisting of $69 million as a recurring deficit and $92.5 million as a non- 
recurring deficit. 

Since then, we ciosed this gap and have instituted a multi-year plan of fiscal 
recovery. We accomplished this task by not increasing the County tax levy for the first 
time in six years and we did this with unanimous approval by the Essex County 
Freeholder Board, which is controlled 8-1 by the opposition party. We also undertook 
the largest spending cuts - more than $50 million - in the County's operating budget 
to tackle the structural deficit - tne largest in the County's history. 

We did all of this with oniy one group of constituents in mind - the taxpayers. 
People understood that tough choices had to be made to reclaim and rebuild the 
County's financial footing. We arranged a number of public hearings to get feedback 
from our citizens about our proposals for re-establishing the County's fiscal Integrity. 

As part of these comprehensive efforts, I ordered County government 
department leaders to explore privatization efforts to streamline services and eliminate 
the waste and fat that has become associated with government excesses while at the 
same time introducing management techniques to ensure that delivery of these 
services is improved. 

For example, the County's cleaning and janitorial services were privatized 
giving Essex taxpayers $1,026,000 In net annualized savings. Not only are we 
experiencing the benefits of these savings but our buildings and offices are cleaner, 
giving our employees an atmosphere in which their productivity can only improve. 2 
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Security for county buildings was also privatized, giving Essex taxpayers over 
$1,080,000 in net annualized savings. 

We have reduced or eliminated non-essential and non-mandated functions 
such as various discretionary grants to an assortment of groups that totaled more than 
$600,000. I have also ordered department heads to reduce the County's automobile 
fleet as well as pooling of County vehicfes, saving taxpayers $500,000. Additionally, I 
ordered the elimination of all taxpayer-reimbursed travel and conferences. 

These privatization efforts have netted savings to our taxpayers totaling millions 
of dollars. Although this is not a significant amount of money in the scheme of things, 
we are extremely optimistic that other privatization efforts will reap Essex County 
further savings. 

It is my belief that these steps are necessary to re-establish the financial 
solvency of Essex County. At the same time, the aim of all governments should be to 
promote economic growth and individual initiative. 

One way we hope to help promote a better quality of life for all County 
residents through privatization is a plan that will revitalize the County-owned Turtle 
Back Zoo whioh has seriously declined over the years. We have also begun exploring 
efforts to "municipalize" certain County functions, such as snow plowing, in which the 
County would devolve certain functions to municipalities in exchange for tax relief. 

Recently, the County, by my order, sent out over 400 RFQ's to explore the 
privatization and sale of the County-operated Geriatrics Center, which has lost 
taxpayers an average of $1 .5 million over the last five years. We project that taxpayers 
will lose over $3 million this year alone and, more significantly, the Center has 
repeatedly failed State inspections due to neglect and abuses by staff in caring for 3 
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elderly patients. I strongly believe that privatization efforts at the Geriatrics Center wiii 
iead to better and more accountabie services for our seniors. The famiiies of those 
who are residents of the Center should not have to worry about the level of services 
being provided to their ioved ones. 

i must note that since the Essex County Executive's office directiy controis oniy 
$335 million of the entire operating budget, I hope my peers in autonomous agencies 
such as the offices of Sheriff, Prosecutor, County Clerk, Surrogate, Register of Deeds, 
County Utilities Authority and others will follow my lead in exploring privatization and 
other cost savings measures that benefit all taxpayers. 

In addition to these privatization efforts, I have established a number of 
executive controls including: 

* a pre-audit procedure set up for all spending.. This gives us a centralized 
control of spending and cash flow monitoring. 

* a personnel committee to approve all new hires subject to a hiring 
freeze by my order. 

* I have ordered a top to bottom welfare audit and strengthened the Office 
of Welfare Fraud. 

Other innovations include: 

* aggressive use of non-violent inmates- who I might add are volunteers - 
to help in litter removal in parks as well as in operating a laundry center 
at a hospital. 

* use of able-bodied welfare recipients to help in litter removal and new 
beautification efforts in County parks. 


4 
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* and, redeployment of 95% of county police to protection and patrol 
of parks and reservations. 

Now, critics will say this is not leaner government but meaner government. 
Nothing could be further from the truth. The County is preserving the vast majority of 
its services and programs for the less fortunate, elderly, children and other population 
segments. 

Our goal is to make government smaller but smarter and more accountable to 
those who pay for it - the taxpayers. The bottom line is : Essex County and other 
governments throughout the United States cannot continue on the current course or 
else we will experience more situations like Orange County California. 

1 will continue privatization and any other cost-cutting efficiencies in Essex 
County to give our taxpayers their money’s worth, and I will be responsible for 
overseeing that these efforts are implemented and carried out fairly for the benefit of all 
county residents. 

Thank you for the honor of addressing the respected members of this 
Committee. I will answer any questions you may have about what we have 
accomplished here in Essex County. 


5 
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Mr. CUNGER. Thank you very much, Mr. Treffinger, particularly 
for your rather interesting suggestion, un-self-serving, I might say, 
unselfish testimony. I might just say there have been a number of 
people who have suggested the same sort of solution for the Con- 
gress. 

Mr. SCHIFF. This is the first offer to commit political suicide that 
I think we have gotten in these hearings. 

Mr. Clinger. I am delighted now to recognize Mayor Pascrell. 

Mayor. 

Mayor Pascrell. Chairman Clinger, good morning, and welcome 
to the Eighth Congressional District. I wish you would have fol- 
lowed your initial tack and had this in Paterson, NJ, which is the 
largest community in the Eighth Congressional District. 

I am proud to be the mayor of the third largest city and also an 
assemblyman from the district. Perhaps you will come back and 
visit us. 

I think it is important, too, that although we have an even match 
here, just a point of levity, of nine Republicans and one Democrat, 
I do believe that we need not to paint with a wide brush about who 
is for austere government and who is not. 

So, Mr. Chairman, over the course of the last 3 years, I have 
heard the term “reinventing government” from many quarters. The 
Vice President uses it, the Governor uses it, aspiring politicians of 
every stripe, Democrat and Republican, use it. 

I fear the term of reinventing government is in danger of becom- 
ing a cliche, a meaningless phrase that will cause people to think 
of us, all of us, as the living embodiment of government as usual 
every time we utter it. 

To prevent this, we will all need to commit ourselves to making 
fundamental changes in the way government operates. 

Paterson, NJ, has made such a commitment at the local level. 
The Federal Government began to cut the flow of economic assist- 
ance to State and local governments 15 years ago. 

In 1980, the revenue to my city, 15 percent of it came from the 
Federal Government imder Federal revenue-sharing, which had bi- 
partisan support imder a Republican President. This was the em- 
bodiment of federalism. 

I have found that there is nothing new about the new federalism. 
What this policy really represented was passing the buck. Under 
the new federalism, a higher level of government pushed its prob- 
lems off on all lower levels of government. 

As a result. States and municipalities across this country have 
found themselves in a protracted battle for scarcer and scarcer re- 
sources. This is what I would prefer to call as fen d-for-y our self fed- 
eralism. 

It is obvious that these so-called new Federalists never read the 
Federalist papers. 

Years ago, those of us on the front lines of serving the public 
knew that we needed to get creative. 

Local leaders. Democrats and Republicans, were implementing 
new and innovative programs long before these buzz-words became 
part of the dictionary, and we did this for one reason: survival. 
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While I do not like this dumping-on-the-locals policy of govern- 
ment interaction, I realize that it is, in the long term, a political 
reality. 

Paterson has been a pioneer in adjusting to this new age of pro- 
viding government services without the benefit of adequate Federal 
support, indeed, Mr. Chairman, with total lack of government sup- 
port. 

In Paterson, as I said to you before, in 1980, who made up this 
difference in these 15 years from 1980 and 1995? 

The fact that Paterson has the least amount of public employees 
per resident is no accident, that our police department, the lowest 
amount of cops per population and the lowest crime rate of any of 
the large major cities in the State of New Jersey, no accident, no 
miracle, no mayor, community involvement 100 percent. 

One of my first tasks after my election as mayor 5 years ago was 
to have city functions audited, and that was mind-boiling. 

Paterson’s health department has forged partner^ips with two 
lar^e major private hospitals to provide preventive medical care, 
which is at the basis of health reform when you come right down 
to it — ^immunizations, lead screening for Paterson residents. 

The health department works with other municipalities and the 
County of Passaic to coordinate activities, so services are not dupli- 
cated. This is a good working model, a hybrid for the rest of the 
State. 

Paterson’s Department of Community Development has found 
ways to do more with less. We have forged close ties with State 
agencies, private lending institutions, private developers, to make 
Paterson an attractive site for new development and business. 

We have implemented a small business loan program, the first 
of its kind in the State of New Jersey. 

The cornerstone of Paterson’s public-private partnership was the 
revitalization of an old historic mill in Paterson, the Cooke Mill. 
This development, funded with money from several public and pri- 
vate entities, created a 54,000-square-foot multi-use facility. 

All of these endeavors I have just outlined won popular support, 
but some innovations were not so easily embraced. 

One particular initiative was turning the management of a pub- 
licly owned water company over to private hands, and that has en- 
countered some opposition. 

Earlier this year, the legislature passed and the Governor signed 
a new law that would enable Paterson and other municipalities to 
hire private firms to manage publicly owned water utilities. 

Tlie bi-partisan measure, which I sponsored, was called New Jer- 
sey Water Supply Public-Private Contracting Act. Currently, the 
Stote of New Jersey has over 300 public water and waste-water en- 
tities. That, in itself, is an enormous, enormous bureaucracy. Many 
of these systems are obsolete, and they are inefficient. 

Wliat we have done in this legislation is to provide for the local 
public entity to hold onto the assets but have the public facility 
managed by a private firm. The legislation to revamp our water 
system was written to be flexible and to protect the interests of 
municipalities, but Mr. Chairman, our water system contracting 
process is the opposite of what recently occurred in New Jersey 
with the awarding of the Division of Motor Vehicle franchises. 
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Under the DMV privatization, there was no bidding process. 
Hundreds of individuals either lost their jobs or were offered the 
same employment for a fraction of their salary with no benefits. 

The new private operators were usually politically connected in- 
dividuals who received no big contracts, did not need to make a 
cash investment. I believe that the DMV transfer model was a bad 
deal for taxpayers. 

I believe that some of the very real and very bad fallout associ- 
ated with the DMV transfer has fostered increased public skep- 
ticism of privatization efforts, including modest endeavors like the 
private water-management concept I just spoke of, which is already 
in effect in the city of Hoboken. 

Before I conclude, Mr. Chairman, I want to make a request of 
this committee. I call on this committee to consider imposing a 
moratorium on large-scale privatization of government services 
until certfdn national criteria are designed. 

Without guidelines for job training for displaced workers in a 
system that makes sure the lowest-paid worker does not always 
lose out to the higher-paid manager, privatization as a way of de- 
creasing cost at the expense of quality services and workers is 
wrong, and it is not good government policy for the taxpayers, 

I also urge this committee to propose that every government en- 
tity, from the Federal Government to the smallest town, examine 
every function of government for several reasons: efficiency, to de- 
termine what services can be done in conjunction with private in- 
dustp^, to determine what services might better be handled by a 
public institution, and a generic review, as was suggested a few 
moments ago, of what government should do and should not do in 
the first place. 

This is very different than the usual micro-review for which we 
pound our chest about, we politicians. 

In closing, I would like to stress that, if government encoura|[es 
flexibility from its workers while rewarding creativity and seeking 
input from service providers, government will operate better. 

There is so much that can still be done to improve services that 
government provides to and on behalf of taxpayers. 

I encourage every one of you to visit an old city like Paterson so 
that you can see firsthsmd the achievements we have made in mak- 
ing government work with private industry in the face of reduced 
Federal assistance, assistance that is needed now more than ever. 

Mr. Chairman, when you and your committee go back to Wash- 
ington, I hope you bring back some of the success New Jersey has 
to offer to you. 

Thank you very much, sir. 

[The prepared statement of Mr. Pascrell follows:] 
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Hon. WlUiim J, Pascrell, Jr., { 
Mayor of Patorjoiy 
Depuy Minority Ltador 
New Jersey General Assembly 
Statement 

United States House ofKepietenBiiv 
Committee on Government Reform 
Montclair, New Jeisey 
Septembers, 199S 


Thartk you, Mr. Chairman. Before besinniog my remark s, I would like to commend you 
and the members of your committee for taking testimony in Ncv i Jersey’s Eighth Congressional 
District. 

The town of Montclair certainly makes for a good heariz g site. However, I would be 
remiss in my duties as the Mayor of the City of Pateison if I did I't point out the fact that you 
missed a golden opportunity for greatness when you moved this event from its originally 
scheduled location in Paterson. 

Although my judgment may be clouded, I believe the C 
innovative in confronting the challenges and problems facing g 
Silk City — the nation's first industrial city — would have piovi 
discussions. 

Over the course of the last three years. I’ve heard the ter n “reinventing government” 
from many quarters. The vice president uses it. New Jersey’s ( ovemor uses it. Aspiring 
politicians of every stripe - Democrat, Republican, independen: ~ use it. 

I fear the term “reinventing government” is in danger of becoming a cliche - a 
meaningless phrase that will cause people to think of us - all ol us - as the living embodiment 
of “govemmunl as usual" every time we utter it To prevent dri !, we all need to eommit 
ourselves to making frindamental changes in the way govemme nt operates. 

Paterson has made such a commitment at the local gove nment level and it has real 
accomplishments to show for it Let me tell you how this occu red. 

As you know, the federal government began to cut the f ow of economic assistance to 
state and local governments fifteen years ago. Many people called this the ”Ncw Federalism.” 

Over the course of time, I have found that there wu not bing “new” about the New 
Federalism. What this policy leally represented was the same 4ld story. Passing the buck. 


i :y of Paterson has been 
( vetnment today. Certainly, the 
< cd an ideal backdrop for today's 
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Under the New Federalism, a higher level of government pushed its problems off on all 
lower levels of govenunent. As a result, states and municipalities across this country have found 
themselves in protracted battle for scarcer and searccr resources. This is what I prefer to call 
“Fend-For-Yourself Federalism." It is obvious that these so-called New Federalist did not read 
the Federalist Papers. 

Years ago, those of us on the front lines of serving the public knew that we needed to get 
creative. Local leaders Democrats and Republicans, were impien tenting new and innovative 
programs long before buzzwords like “reinventing government,” “privatization," and many 
others became fashionable in Washington and state capitols aero is the country. And we did this 
for one reason; survival. 

While I don't like this dump-it-on-the-locals policy of government interaction. 1 realize 
that it is the long-term political reality. A.s such, Paterson, has bi ten a pioneer in adjusting to this 
new-age of providing government services without the benefit o: adequate federal support. 

In Paterson, federal dollars once amounted to 1 S percent ]f municipal aid. Today it is 
well under one percent. 

The fact that Paterson, New Jersey has the least amount c f public employees per resident 
is no accident. It is the result of hard work. We rolled up our sle :ves to deliver more c^icicnt 
government. 

One of my first tasks after my election as mayor five yea s ago was to have city functions 
audited. Over the last five years I have continually checked to m ike sure those recommendations 
have been implemented. When conditions changed, we changed with them. 

For example, Paterson’s Health Department has forged pumerships with two large 
private hospitals to provide preventive medical care, inununizatians, and lead screening for 
Paterson residents. The Health Department also works with othe ■ municipalities and the County 
of Passaic to coordinate activities so services are not duplicated. This a good working model of a 
hybrid regionalized approach to providing local heaitii-caie serv ces. 

Paterson’s Department of Community Development also has found ways to do more with 
less. This agency has forged close ties with state agencies, privite lending institutions and 
private developers to make Paterson an attractive site for new tWelopmeni and business. Wc 
have implemented a small business luun prugroni dial has a featiue often unavailable in other 
communities: a technical assistance and a follow through compbnent which helps increase 
success rates. 

During my administration, the comeistone of Paterson’s public-private partnerships vvas 
the revitalization and restoration of the Cooke KfiU Building, on old red-brick building that 
served as the offices of a 19th-centuiy locomotive manufacturer in the city’s historic district. 
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This development, funded with money from several public and private entities, created a 
S4,000-squarB-ruul multi-use bcility. The building contains denial and medical clinicc, and 
housing for 34 moderate income families. 

All of these endeavors I have just outlined won popular s iipport with local residents. But 
some innovations were not as easily embraced. 

One particular initiative - turning management of a publ cly owned water company over 
to private hands - has encountered some opposition that may pr )ve instructive to your 
committee and its research into local government eflicieney efforts. 

Earlier this year, the Legislature passed and the Govensoi ' signed a new law that would 
enable Paterson and other municipalities to hire private firms to nanage publicly owned water 
utilities. This bipartisan measure, which 1 sponsored, was called the ‘^ew Jersey Water Supply 
Public-Private Contracting Act." 

Currently the State of New Jersey has over 300 public w iter and wastewater entities 
serving millions of customers. Many of these systems are obsoli ic and iitefficicm. They require 
large-scale investments that will both improve efficiency and en ible us to achieve compliance 
with federal clean water and safa drinking water regulations. T1 e water purveyor that serves 
Paterson, Clifton and Passaic - the Passaic Valley Water Cornu ission •• is among these aging 
systems. 

The three towns are considering a switch to private man igement at the water commission 
in an effort to reduce overhead costs, thereby freeing badly n sed capital to improve the 
commission’s water infrastructure. But for all our well-groundt d intentions, some have 
attempted to sidetrack this potential proposal. The culprit; misii ifbrroaiion. 

Although the public demands more efficient services, pc opie often balk when the time 
comes for instituting real and effective changes. For example, some customers think any 
changes in our water system will increase rates, while employei s feel that they will automaticstlly 
lose their Jobs. They fear that the devil they know is better than the devil they don’t know. 

While I understand these concents, let roe tell you why these are tin warranted feats. 

The legislation to revamp our water system was written lo be flexible and to protect the 
interests of the local customers and municipalities. It gave the c itizens and the governing bodies 
of the affected municipalities control over any potential contrac ts with a private entity. 

Moreover, no assets change hands under this law. The t hree communities that now own 
shares of the water commission continue to own them. The coipmission remains intact. 
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Any contract with a private firm also would undergo coniiderable scrutiny. Under the 
law, five different government entities must review or approve o 'a contract, and that is after a 
public hearing and public comment period. 

The private water manager concept also ensures competitive contract bidding. This 
would woilc to the benefit of local taxpayers by discouraging pat onage that too often worics in 
favor of political contributors and insiders. 

Our water-system contracting process is the opposite of v diat recently occurred in New 
Jersey with the awarding of Division of Motor Vehicle ftanchlse >. 

Under the DMV privatization, there was no bidding prod !SS and hundreds of individuals 
cither tost their jobs or were offered the same employment for a ! notion of their salary with no 
benefits. The new private opemtors were usually politically conn ected individuals who received 
no bid contracts and did not need to make a cash investment I b« lieve that the DMV-transfer 
model was a bad deal for tasqpayers. 

Regrettably, I believe that some of the very real and very bad fallout associated with the 
DMV transfer has fostered increased public skepticism of privatization efforts, including modest 
endeavors like the private water management concept 

To date, only one municipality, Hoboken, has fully impl mented a transfer of its 
management of water services to a private concern. The Hobok m Water Department was badly 
mismanaged, and cronyism and inefficiency were commonplace. Under the new public-private 
partnership, that is starting to change. 

The private operator has started to invest in the infiastruc lure and has created a ctqiital 
impruvement plan. In fact, all water meters were replaced alnius i immediately and a 
comprehensive billing process was in^lemented. The new opera tor was able to take over the 
facility and institute improved operational procedures, using axis ting employees when possible. 

This initiative has already brought accountability and professionalism back to the 
Hoboken Water Department. This partnership also has allowed 1 loboken to receive over five 
million dollars, which will be used for property tax reduction. 

Local agencies must begin to focus their energies on rum ing their operations as a 
business. These agencies must meet the challenges of an incicas ingly complex and difficult 
environment. Without a willingness to meet today’s challenges, public entities will face 
tnsurmnimuhle odds « they attempt to efficiently provide quality iiervice.s to local residents. 

Before I conclude, I want to make a request of this conui ittee. I call on this committee to 
consider imposing a moratorium on large-scale privatization of govemment services until certain 
national criteria are designed. 
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Without guidelines for job training for displaced workenj and a system that makes sure 
the lowest paid worker doesn’t always lose out to the higher paic manager, privatization as way 
of decreasing costs at the expense of quality services and workcis is wrong and it is not a good 
deal for taxpayers. | 

1 also urge this committee to propose that every govemmlent entity from the federal 
govettunem to the smallest town examine every function for sevnal reasons: 

First, efficiency, j 

1 

Second, to determine what services can be done in conjunction with private industry. 

Third, to determine what private services might be better handled by a public institution. 

A generic review of what government should do and not lo is in order in 1995. 

This is very different than the usual micro review for which we pound our chest about. 


In closing, I would like to stress that if government encoiwages flexibility firom its 
workers while rewarding creativity and seeking input firom service providers, government will 
operate better. i 


There is much that can still be done to improve the setvi tes that government provides to 
and on behalf of taxpayers. I encourage each of you to visit Paterson, so that you can see first 
hand the achievements we have made in making government wo rk with private industry in the 
face of reduced federal assistance, assistance that is needed now more tim ever. 


Mr. Chairman when you and your committee go back to Washington 1 hope you bring 


back some of the success New Jersey has to offer with you. 
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Mr. Clinger. Thank you very much, Mayor, for your excellent 
testimony, and I particularly like your criteria for how we should 
look at all of the functions of government, what does work and 
what does not work, what should be included and what should not 
be, what can be privatized, what should not be privatized, and I 
think you had some very excellent suggestions. 

I would like to turn for the first round of questioning to my col- 
lea^e and our host, Mr. Martini. 

Mr. Martini. Thank you, Mr. Chairman, and may I also com- 
pliment each of the witnesses for their enlightening and helpful 
testimony and for taking the time out of their schedules to be here 
and to help us in our mission. 

I have gotten a sense from each of your testimony that, as local 
officials, you agree with the concept that the local governments are 
closer to the people and, therefore, know best what the people 
want, need, and desire and also, as leaders of those communities, 
would like the flexibility to undertake to implement the necessary 
proCTams that you feel that people need in your communities and 
to, flierefore, have more flexibility. 

That brings me to a topic which most of us in this room and most 
of us certainly have been reading and hearing about, and that is 
the concept or block grants by way of implementing certain — meet- 
ing certain goals. 

For the past 40 years, most of what has come out of Washington 
has been made by way of programs, detailed programs adminis- 
tered out of Washington, and the concept of one-size-fits-all and ad- 
ministered through a central bureaucracy. 

The block-grant concept is obviously one that this Congress is se- 
riously entertaining in different areas. 

In my opinion, it does not apply everywhere, but certainly, it is 
one which this Congress is considering for welfare reform, as well 
as in nutritional reform and certain other areas of the government, 
and if you agree with the need to have flexibility in your local com- 
munities and to be closer to the people, I would think you would 
support the concept of block grants. 

Now, let me just make one other mention. 

Obviously, we believe there is some savings, as well, in addition 
to the philosophical belief that it gives you the flexibility and the 
ability to deliver these services more cost-effectively, but we also 
feel, by eliminating a layer of administration out of Washington, we 
can save a certain percentage of the administrative cost of getting 
a Federal dollar out to the public and into the hands of the people 
that need it the most. 

The only objection I have heard to block-granting seems to be 
that people do not trust their local officials, and it makes me won- 
der, because people seem to say you need the government there, 
the Federal C^vemment, to be assured these proCTams work, be- 
cause it implies that they do not trust or have the confidence in 
local officials, and so, I would like each one of you to just answer 
my questions in terms of your support or non-support for a block- 
grant concept, why it would work and why it would not work. 

Mayor ScHUNDLER. I very much do support it, and I tend to 
think that, again, politicians at every level of government are con- 
cerned with their next election, so their own interests get in the 
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way, but I tend to think that, because we are closer to people, it 
is easier for them to yell at us than it is at you, and the result is, 
as a rule, I think we are more responsive. 

So, I do not particularly trust the Federal Government, and I do 
not trust the local government that much, but I do a little more. 

So, I think, given that you are always going to have human sin- 
fulness, at least, you know, you will deal with some of that problem 
of not using the money properly by bringing it closer. 

You will not get 100 percent what you always want, but you will 
get a little bit more accountability and responsiveness if the money 
comes closer to the people. 

Now, I would specifically like to mention this in the context of 
the welfare reform debate, which is in full swing right now. 

There is a proposal in the Senate that you would take over Medi- 
care and Medicaid, I should say, and you would give all that block- 
grant money to the States. I think that is a wonderful idea. 

I think, on the health-care side, you could establish refundable 
tax credits for health care which would allow many Americans to 
buy their own health care with their own money instead of having 
to have it mven to them through their business. 

You could put in the MSA legislation that is working its way 
through the Ways and Means Committee, and I think that would 
further assist in that regard, and then, for those who do not have 
enough money to use the tax credit, you could give them, again, 
cash that they could on an MSA-based health-care plan. 

Then you could block-grant all that money to the States. In Jer- 
sey City alone, I have 17,000 welfare families, and between Federal 
and State spending, it is about $20,000 plus per family. That’s 
$340 million being spent just in Jersey City, which is more than 
my entire city bu^et. 

Instead of giving people money not to work, which traps them in 
the slavery of welfare dependence, if I actually was able to use that 
money to give them jobs, I could significantly improve the quality 
of life in Jersey City without having to raise local property taxes, 
and I can give people the opportunity to earn that income and actu- 
ally be able to work their way out of the dependency of welfare 
slavery. 

Mr. Treffinger. Let me just state that I am an enthusiastic 
supporter of the whole notion of block grants. As a matter of fact, 
I think that it is the potential solution, ultimately, for so much of 
the problems that afflict particularly our cities. 

Let me just focus, if I can, on my own experience with regard to 
welfare and the idea of block grants as how that would impact. 

As I said before, Essex County is, I am told, either the eighth or 
the ninth largest welfare delivery system in the entire Nation, and 
the principle costs are borne by the 750,000 persons who comprise 
Essex County, because that is how the boundaries were drawn 3 
centuries ago. 

We are going to spend $64.5 million this year just in administer- 
ing the welfare programs in Essex County. The moneys that will 
come from the Federal Government are separate from the adminis- 
tration cost. 

We are responsible, as I said before, for nearly one-third of this 
State’s entire welfare burden. We do not do it well. In food stamp 
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administration alone, the error rates have gone as high as 25 per- 
cent. 

Now, that one might look at as an argument against local con- 
trol. I look at it certainly as an argument for devolving power clos- 
er. 

As my friend. Bill Pascrell, pointed out in referring to the Fed- 
eralist papers, if the Federalist papers stand for anything — and I 
think Mayor Schundler talked about this, about distrusting levels 
of government. 

Well, if the Federalist papers stand for anything, they stand for 
a very healthy distrust of all government, and I think any of us 
would be wrongheaded if we aid not take that lesson, especially 
with our experience in government. 

Citizens should have a health cynicism and distrust of all levels 
of government. So, why, then remove it and devolve it closer? 

Because — just to give you an example from Essex County — in 
order for us to improve the administrative cost of administering 
your welfare programs, 70 percent of those costs and those employ- 
ees’ work goes to gathering information at an entry level — 70 per- 
cent. 

It has to do with 45 forms that are mandated, and in this late 
20th century, the technological device that is used is a No. 2 pencil. 
There are not even any automated systems to take account of that. 

I would Hke to change it. I cannot change it without permission 
from the Federal Government. That is an insane way to run things. 

Block grants would allow the States to have more flexibility. 

You would bring closer to the people who pay for these costs the 
power to decide how those costs are actually allocated and adminis- 
tered, and I think block CTants would allow the States to give us 
certain flexibility on locallevels to deal with some of these pressing 
problems, particularly in our urban areas, problems where there is 
a welfare dependency which is destroying the lives of the people on 
it, and there has really been nothing but a warehousing, a simple 
warehousing of human beings, with no effort whatsoever made to 
try to counsel and to get people off the welfare rolls and onto the 
job rolls, to allow them control over their own destinies. 

That is impeded consistently by bureaucratic regulation that goes 
all the way to the remote capital of Washington, DC. We cannot 
even change simple things. 

Even though we are responsible for it, even though we are re- 
sponsible to pay tor it, we cannot change simple things in simply 
replacing a pencil with a computer, which would save millions of 
dollars of taxpayer’s money and provide better services to the 
needy who are rightfully entitled to those welfare benefits and pro- 
vide better means of job training to get people off the welfare rolls. 

We cannot get that done, because we cannot move without per- 
mission from the Federal Grovemment. Block grants would make a 
difference in that, I believe. 

Mayor Pascrell. Mr. Chairman, I am not so sure that block 
CTants would make the difference that we are talking about here. 
We do have block grants, as you know, in the areas of housing and 
economic development, as an example. 

To transfer that policy and philosophy on the social level, I be- 
lieve, has the social fabric in jeopardy. 
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We wall go back to the 1940’s and 1950’s, when States and local 
governments shaped their own individual policies and forced people 
who happened to be poor to other parts of the country. You know 
that, I teow ihat, and this is what we need to be aware of. 

We are very proud in the State of New Jersey that we are 1 of 
26 States that have received an OK from the F^eral Government 
to reshape our welfare system, to make it more difficult to get wel- 
fare and yet, at the same time, to have husband or father and 
mother live together and not under the present system, which pro- 
vides a disincentive for them to do that. 

What I am saying to you, Mr. Chairman, is I would not be too 
quick to jump into block grants in terms of social services for our 
people unless there are some standards, so that we are playing on 
a level field, and I think that those standards must be from the 
Federal Government. 

We cannot permit each State to simply decide what will be the 
conditions upon which one can receive assistance from the govern- 
ment if that individual is disabled, if that individual is poor, if that 
individual is old. 

Block grants is not the answer here. It may be part of the solu- 
tion, but I would hesitate to say that I do not believe it is what 
we should be looking for. 

Thank you. 

Mr. Clinger. The gentleman’s time has expired. 

The gentleman from New Mexico. 

Mr, SCHIFF. Thank you very much. 

Just a couple of questions. 

Mr. Treffinger, New Mexico, like — I think every State has coim- 
ties, some more than others. 

New Mexico, of course, has county government which may well 
even go back further than your own, and we have some of the dif- 
ficulties in county government that you have described, but one 
reason we have county government is that we have a relatively 
large population ^at does not live within an incorporated munici- 
pality. 

Even in the Albuquerque area, where I live and which I substan- 
tially represent as a geographical area, there are a large number 
of people who live outside of the boundaries of Albuquerque or of 
other municipalities. 

That is the key reason why county government remains in exist- 
ence. If county government went away in New Jersey, do you have 
a substantial num^r of people who live outside of municipalities, 
and if you do, what would they do? 

Mr. Ti^ffinger. I think what you said shows the difference and 
I think also brings to bear the point that these are issues that are 
better handled on a State-by-State basis, because each State is 
unique. 

I know in Colorado, your neighboring State, and in your State, 
there are large numbers of unincorporated municipalities. Not the 
case in New Jeraev. We have a great many municipalities. We have 
a long tradition of home rule. 

I know former New York Governor Cuomo on a recent radio pro- 
gram was critical of New Jersey’s tradition of home rule, because 
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as he said, there are so many boards of education and there are 
so many municipalities making decisions. 

I happen to think that, while that may not look to be the most 
efficient in theory, it turns out to be the most efficient and, more 
importantly, it serves the higher interest of a democracy that is 
closer to the people. 

In our State, we have very sophisticated and all incorporated 
municipalities within the county. 

Connecticut, which is a State not that dissimilar from us, got rid 
of county government by a referendum in its State in 1978, and 
while there was initial displacement of taking money out of one 
pocket of the taxpayer and taking it out of another, overall they 
have saved a great deal of money because you have eliminated that 
unnecessary bureaucracy, and it depends on the State. 

I think out west, where you are from, and you have large open 
spaces — we, in a very densely populated area, do not have that, 
and I think our differences are not unique. 

Mr. SCHIFF. In other words, your proposal might work here and 
in some States but not in others. 

Mr. Treffinger. That is right, and that goes with the whole idea 
of why I would respectfully disagree with my friend, Bill. 

I think welfare and all the other notions of block grants — I think 
every State is unique, and the States are much better able to judge 
for themselves what is better for their State. 

I would like to see an elimination of county government in New 
Jersej^ just as the citizens of Connecticut did, but that might not 
work for the citizens of New Mexico, because you have unique pat- 
terns and structures of government. 

Mr. ScHiFF. Mayor Pascrell, did you want to add on that? 

Mayor Pascrell. If I may, sir. 

Mr. ScmFF. Please. 

Mayor Pascrell. I am glad that this community has, in the past, 
also looked at generic changes, structural changes, rather than just 
hit-and-miss kinds of things. 

The question of your State, the State of New Mexico, and the 
State or New Jersey — ^you have different levels of taxation in both 
States. The tax structure is very, very different. 

I do not know if I would go as far as Jimmy in doing away with 
county government, although I am pretty close. I want accountabil- 
ity, for instance, on levels of government. 

How would you feel, the local official, if you did not send out the 
Federal tax bill but you left that to the mayor of every town in the 
United States? 

What happens in New Jersey — ^and, I am sure, in many other 
States — ^is that we send out the tax bill for both the county and the 
schools, and regardless if you distinguish it and you define it, the 
local officials — Republican, Democrat, whatever — they have to t^e 
the heat for that, and that is all well and good. 

I am looking for levels of accountability. I think nothing brings 
religion to the process better than, if this is what your expense is, 
then you have to stand there and ask the public to return some dol- 
lars if you have to pay for that service. 

That will sober up the system on every level, and I am sure that 
this is true with the Federal Government, as well. 
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We have had some sobering effects over the last 10 years, and 
I think ihe rate of increase of government has declined, thank 
goodness for all of us, and yet we are being realistic so that we do 
not leave a^one behind. 

So, each State is different. On the other hand, I do not want the 
ability — and I would ask you this question rhetorically at this 
point, of course, in all due respect. 

Do you think that each State would have the same conditions, for 
instance, for welfare that exist now under the Federal system? If 
the answer to that question is no, then we better have some safety 
net to help people. 

We cannot just throw people to the wind, and that is what my 
concern is about social block grants. 

Mr. ScHIFF. Mayor Pascrell, my time is about up here, but brief- 
ly, you criticized the privatization of the Department of Motor Ve- 
hicles. I am not familiar with it, but I assume that just happened 
in New Jersey, and that is what you were referring to. 

I presume that was a State operation, and it was then privatized. 

Mayor Pascrell. It was partially. Congressman, both a State 
and private. Now it is totally private. 

Mr. SCHiFF. I have one question. Although you talk about the 
number of employees and the salaries of employees, all of which 
are important issues, how has the service to the public been af- 
fected by the transfer of that responsibility to all privatization? 

Is it better, is it worse, is it the same? How would you classify 
that? 

Mayor Pascrell. Well, not only is it worse, but it is demeaning, 
because the people that we lost in the process. The people who did 
work for DMV, Republicans and Democrats and Independents 
alike, knew the system, knew how to detect people who had false 
identification, for instance, and it is interesting that, during the 
process of privatizing the rest of the DMV, the State then had to 
go out and hire part-time people to shore up the system in a hurry. 
So, it has not worked very well. 

This is not a question about privatization so much as how you 
do it, if you do have a compassion for the process. Every time gov- 
ernment lays off someone — someone jumps up for glee, of course — 
the government has to pay 40-percent unemployment. 

This is something that goes deeper than simply the surface is- 
sues we have been debating about privatization, and I would con- 
clude on the DMV it has not worked well. 

Mr. ScHiFF. My time has expired. Thank you. 

Mr. Clinger. The gentleman’s time has expired. 

Mr. SCHiFF. Mr. Chairman, if I could ask for indulgence, I think 
Mr. 'IVeffinger wanted to respond briefly on that. 

Mr. Treffinger. If I could, because we have been very much in- 
volved in privatization, and I think it has to be looked at on a case- 
by-case basis. Just to jpve you one example — I mentioned in my 
opening statement the met that we privatized the cleaning services. 

The cleaning service — we have two criteria: cost to the taxpayer 
and delivery of services. We have saved on an annual basis over 
a million dollars of direct taxpayer subsidies by privatizing that 
function. 
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In addition, it is actually better now than it was before, far bet- 
ter. 

It took about 2 months to sort it cut, because you had a whole 
new operation in effect, and just like in the real world, in business, 
when you change one scheme with another, there is always an ini- 
tial startup problem, but now the service is better, the cost is 
down. 

We also included with that a very aggressive job placement pro- 
-am for the workers who were displaced, trying to find them jobs 
in the private sector, and most notably putting them on a list Imat, 
as other county positions opened up, they woit’ 1 have the first op- 
tion for those other jobs, so this was done with a certain amount 
of compassion for the people who were displace . , and I do believe, 
in New Jersey, there is probably no institution of State government 
that has been, is now, and will be hated as much as the motor ve- 
hicles division. 

Everybod)^ hates it, and so, changing that, before or after, it does 
not matter, it is forever. 

Privatization does not always make sense, but you have to weigh 
the cost-benefit analysis. It is not just budget-cutting, it is not just 
saving costs. 

I think that is essential, but you also can sometimes get not just 
the same standards by saving money but even better service, and 
you can do it in a way whereby there are job-placement opportuni- 
ties for the workers. 

Mr. Clinger. In view of our time for questions in this hearing, 
I am going to remind my colleagues and, hopefully, the witnesses, 
we should try and keep the questions very brief and the answers 
very brief. 

I would now recognize the gentleman from California, Mr. Horn, 
for 5 minutes. 

Mr. Horn. Thank you ve^ much, Mr. Chairman. 

I found it a fascinating discussion on local government, but there 
is not much we can do about abolishing counties. Let me ask you 
about something we can do. 

I have been a long-time supporter of block grants, as have you, 
obviously, but one thing that concerns me, as I listen to people at 
local, city, county. State government, and the Federal Government, 
is the States complain that the Federal Government imposes X, Y, 
and Z mandates on them, but does rot give them the money. 

This committee was in the forefront under Chairman Clinger in 
trying to solve that problem. We realized that at least we ought to 
be conscious of what we are doing before we do it. 

The counties and the cities complain about the State government 
forcing mandates on them and not providing the money. 

As you know, the history in this century is, essentially, it went 
to State governments initially, eind then, when the Roosevelt ad- 
ministration wanted to get around the States, which were largely 
run by Republican Governors, they gave grants direct to cities. 

With revenue sharing, we gave to all of those— States, counties, 
cities. 

Now, one of the things I’d like your reaction to is should we, at 
the Federal level, in any block grant, limit the percent of money 
the State can keep before it flows through to the local governments. 
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because there is a great fear in my communities — cities and coun- 
ties — that the State will simply fund their own bureaucracy in Sac- 
ramento — ^the second-largest bureaucracy in the country, after 
Washington — and we will get a trickle-down to counties and local- 
ities. 

Now, in a sense. Mayor Pascrell is in an unusual position. You 
are at the State level and the local level. 

I have never seen that before, so I regard ;you as a rather unique 
individual, just on that basis, and I think it would probably be a 
violation of the constitution in California, but what would you do? 

Would you take 10 percent and limit it to the States’ t^e and 
then have all the rest of that flow through, because in many cases, 
it is simply writing a check, or figuring out a formula. If we could 
cut down the State administration and move that money down, I 
think we would be making some progress. 

Mayor Pascrell. In New Jersey, we have just passed legisla- 
tion — in fact, it will be on the ballot this year— State mandate. 
State pay. We will have a conference on Monday in Trenton. 

I would like to see the same thing on the Federal level — Federal 
mandate, Federal pay — because you cannot simply impose on gov- 
ernments in a local coxmty or municipalities certain conditions and 
then expect them to find the dollars, just expect them to find the 
dollars to implement whatever that specific condition is, and yes, 
I would — ^if tne block grants become a reality, I believe that we 
should do that. 

States are very good in skimming off those dollars that sup- 
posedly are jping to wind up in the coimties and municipalities in 
the State of New Jersey. I am sure it is no different than any 
other. 

Mr. Horn. Right. 

Mayor Pascrell. So, I would limit the amount of dollars that 
could come off for administrative costs, flow-through costs, what- 
ever you want to call it, whatever fancy terms you want to use. 

I still do not— Congressman Horn, I still would caution on the 
question of jumping into these block grants. Unless there are some 
national sttmdards, I fear that you are going to have a different set 
of circumstances in different parts of the country. 

Mr. Horn. Well, I appreciate that. Where would you put that 
percentage, though? That one I want to deal with on the next block 

g rant flowing through. Would you say 10 percent at the most to the 
tate of New Jersej^ 

Mayor Pascrell. I would think that that would be very high. I 
cannot, for the life of me, think of administrative costs that will ne- 
cessitate a flow-through to the local communities. 

Mr. Horn. Revenue-sharing, for example, required about 1 per- 
cent. 

Mayor Pascrell. That is correct, and I still believe, in my opin- 
ion, that the Congress of the United States should review how Re- 
publicans and Democrats, working together, forged a system called 
revenue sharing that did work for the time and sent money, tax 
money, back to the local communities. 

You want to talk about a block CTant — ^that was the laigest block 

f rant this country had. Why did we ever do away with it? You 
now why, and I know why. 
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Mr. Horn. Well, I do not know what your reason is, but please, 
I would like to hear it. 

Mayor Pascrell. I believe that this was, as I said in my testi- 
mony, passing the buck. I mean those dollars that went back to the 
communities throughout the United States, small and large, were 
dollars that were used in operating costs, and I do not agree. 

My parents did not bring me up to distrust government — I am 
sorry. If there are scoundrels, then get rid of them. I happen to re- 
spect the Congress and respect the institution. 

I may not agree with you all the time — and I am sure I do not, 
Congressman-^ut I respect what you do, for sticking your neck 
out and serving the public, and I nelieve we should be fostering 
trust rather than denigrating government every chance that we 
have. 

Mr. Horn. Well, I will tell you, just in a nutshell, my version of 
it is that. No. 1, the Washington lobbyists, the Washington civil 
servants, the permanent bureaucracy on Capitol Hill, the sub- 
committee stafm, plus the long-serving — two long-serving chairmen 
for 10, 20 years — all blocked and fought every step of the way reve- 
nue sharing. The reason it happened — and a lot of us had advo- 
cated it and advised President Nixon on it before he ever went into 
office on this, and what happened was Wilbur Mills decided to run 
for president, and said what can I do for the localities? 

Well, there was Nixon’s revenue-sharing proposal, and it lasted 
for exactly 10 years, and unfortunately. President Reagan gave in, 
but one of the reasons for giving in was he saw States such as Cali- 
fornia writing checks back to the citizens when they had a su^lus 
in the government, and the Federal Government was increasingly 

f etting a major public debt. So, that is one of the reasons it went 
own. 

Mayor Pascrell. But that system. Congressman, was monitored 
very carefully. 

You had to account for every dollar in the revenue-sharing pro- 
CTam, and I think that President Nixon, under his administration, 
aid a great job in implementing revenue sharing as it was put to- 
gether in a very bi-partisan cadre of Congress-people, and why — 
you know, there was something that was not broke, and we fixed 
it, didn’t we? 

Mr. Clinger. Very briefly. 

Mr. Treffinger. I will be very brief. 

On this whole issue, I think the pattern, the philosophy, should 
be the money should follow the responsibility. 

If the responsibility of administering programs rests with the 
mayor of Paterson or the mayor of Jersey CiW or the county execu- 
tive of any of the counties, such as welfare, for administration, the 
money should go there and not be allowed to be skimmed off by 
any other entity, and if the way to do it is to put an artificial for- 
mula of 1 percent — I think 10 percent is much too high — I do not 
even know if that is enough. 

I think what you should trv to do is develop, if possible — and it 
may not be efficiently possible — to fi^re out where the money — 
now if the State wants to take over the administration of welfare, 
which I would love them to do, that would be fine, but all the 
money should go, including all the administrative costs, to the 
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State, but so long as any of these programs are administered on 
the local level, there should be a formula devised where the actual 
money follows the actual responsibility, so that you do not have ad- 
ministrative costs being taken out by one entity for something that 
is merely a pass-through operation, and by the way, I was taught 
to trust government, too, by New Deal Democrat parents, but expe- 
rience has taught me otherwise. 

The Federalist papers are right: Distrust government. 

Mr. Clinger. TTiat is the most often quoted oxymoron: I am from 
the Federal Government, I am here to help you. 

Mr. Treffinger. Hide your money. 

Mr. CUNGER. Does the gentleman from Virginia, Mr. Davis, have 
any questions? 

Mr. Davis. I will try to be brief, Mr. Chairman. 

Mr. Clinger. Yes, please. 

Mr. Davis. I was in local government for 15 years. I was the 
equivalent in Virginia of a county executive of the county of Fair- 
fax, 900,000 people. 

We did not have townships then. If you abolished the county gov- 
ernment then, it was just the State, although I think a lot of people 
still would have like to have abolished it from time to time. 

I wanted to ask a couple of questions. 

First of all, my reaction to the revenue sharing is the Federal 
Government found out they did not have any revenue to share. 
They were running huge deficits every year, and that is what even- 
tually killed the program. 

The role of privatization is one you have all talked about. It is 
a great tool for local governments and the Federal Government in 
some cases, and we have all seen — and I think some of you have 
cited — some of the times that it did not work, as well. 

We had a case in our county where we — for school bus repairs, 
we hired a private firm, Johnson Controls. I do not recommend 
them to anybody. 

They came in, and the backlog went from 2 percent of buses out 
of commission to 23 percent in about 3 weeks, and the kids were 
not getting picked up, and it does not always work, but we had 
some great successes with it, too. 

Our transportation system — instead of using what’s called the 
Metro System in Washington, we privatized it, saved a lot of 
money, and it has been very successful, improved service. 

So, I think it does depend, but I think privatization is an impor- 
tant factor, but it is not the end-all. 

Our goal, it seemed to me, was to try to provide the best services 
we could at the — at the lowest cost to our people who were paying 
the bills every day, and it is an individual basis in terms of privat- 
ization. 

I want to ask, second, about — and get your reaction to that. 

Second, tax exemption of municipal bonds — under the flat-tax 
proposal, that would go out the window. What does that do to your 
ability to finance infrastructure and sell bonds, and what would it 
do to your budgets? Do you have any reaction? 

Third, just to note, on the unfunded mandates issue, you have 
got^hairman Clinger moved that bill out of committee like the 
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first day that the House was in session, moved that through. So, 
everybody here cosponsored that legislation. 

We were really pleased with it. We think it will have a long-term 
effect on how local and State governments operate. 

I would just appreciate your reaction to all that. 

So, let me start with Mayor Schundler. 

Mayor Schundler. I think you should go toward the flat tax. I 
think the fact that you would eliminate the tax exemption of mu- 
nicipal bonds would have no real impact. 

Right now, the difference is only about a point, and I will tell 
you, the honest truth is, if interest rates for government bonds 
were at 3 percent, because there was a higher savings rate and 
there was enough stronger economy and more revenue being gen- 
erated by economic growth, which could easily make the load we 
are carrying in social services much less, those same dollars would 
be a much smaller piece of a much larger economic pie. 

Mr. Davis. So, you think the big picture is more important than 
carving out the exemption. 

Mayor SCHUNDLER. I mean the bottom line is America is prosper- 
ing and growing, and savings rates are going up. Interest rates are 
going to fall, and we are all going to be much better off. 

Mr. Treffinger. With regard to the first thing you talked about, 

K rivatization, this is an issue which works in some — our eimerience 
as been positive so far, but I do not think we can afford to deal 
with this on an ideological or philosophical basis. 

It has to be a pragmatic approach, just as you said. Congress- 
man, in your experience. To quote a Democrat, FDR said experi- 
ment, try it, if it does not work then do something else, and I think 
that is the criteria that we should apply with regard to privatiza- 
tion efforts. 

When things do not work because they are run inefficiently by 
government, which in my experience has been most of the time, 
you could try other things. 

We have had very good success with the privatization efforts we 
have looked at, but the criteria has to be cost savings and delivery 
of services. If it does not come out that way in the wash, then you 
should not pursue that. 

With regard to the tax exemption, I totally agree with Mavor 
Schiuidler. I think, for the 1 basis point of difference, I think that 
will not make a difference after the total idea for the flat tax is put 
in. So, I very much favor that, because I think that encourages eco- 
nomic growth. 

With regard to unfunded mandates, all of us here are mayors. 
They are two urban mayors. I have now become an urban county 
executive, and I can tell you that the idea of the government that 
mandates should be the government that pays is an idea that is 
very dear to my heart, and I think it is not only good small “d” 
democratic policy, it is also a very efficient and fair policy. 

Mayor Pascrell. I disagree on the subject of removing tax ex- 
emption from this bonding. 

I know the bonding capacity, for instance, in the mayor’s town 
of Jersey City in Essex County — ^if you ever took those off the tax- 
exempt rolls, first of all they would become less attractive to the 
investor; second of all, you would immediately increase property 
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taxes in the municipalities, and if we are talking about, well, 
wouldn’t it be better in the longer rim? How long, and who is going 
to pay that burden between now and then? 

Second, the question of private-public is an interesting one, and 
I am glad you id bring that out. Congressman. All that glitters is 
not gmd. In Paterson, we went on some private — some services that 
were private back to public, and I will tell you why. It is simple. 

Carpentiw, electrician, plumbing, air conditioning — we have 
saved hundreds of thousanas of dollars paying employees with full 
benefits, and we have to pay three times, four times the amount 
per hour on a privatization or those services. It did not work. 

So, we went the other way, and that is going to happen, and I 
think the example you bring out is a very excellent one, because 
this is a catch-all phrase, privatization. 

We think all of our worries are going to go away, and we think 
that the quality of services are automatically going to improve. 

Now, we have seen in some instances, not all, that quality of 
service has not improved; in fact, some areas got worse when gov- 
ernment went into privatization. 

So, my point is that you iudge each situation as it is, but you ex- 
plore all situations, and wnat I think is more important is public- 
private where private does not own public assets but simply per- 
haps manages the public entity. 

Mr. Davis. Thank you. 

Mr. Clinger. The gentleman’s time has expired. 

The gentleman from Washington, Mr. Tate, is recognized for 5 
minutes. 

Mr. Tate. First of all, thank you for your testimony. 

A couple of things that I would like to talk about — on my flight 
here this morning, I sat next to a woman who I had never met be- 
fore, telling me she worked for a Federal agency, and she was very 
supportive of the idea of block grants, very supportive of the idea 
of reductions in her particular agency. 

What her concern was — and this is what I would like to ask you 
from some of your experience — was that cuts were going to happen 
in the front-line workers, as opposed to some of the middle man- 
agement and some of the layers of middle management. 

How were you able to, as you went through downsizing a particu- 
lar (lepartment or maybe even eliminating it, but specifically when 
you downsize, making sure that you did not cut the service but you 
cut the bureaucrats or the middle management that really were 
pushing papers and not really helping the public? I would be real 
interested in hearing some of your comments on how you made 
that happen, to make sure that we can do some of those same 
types of things. 

Mayor Paschell. Well, you do not do what we did in New Jer- 
sey, and that is provide communication that you are cutting gov- 
ernment and yet you increase tremendously the number of people 
m£^ng over $55,000 and $60,000 a year over the last year-and-a- 
half. 'ITiat is a fact of life. 

So, we have all of these people who are on the minimum scale 
coming in, $14,000, $15,000, $16,000 a year jobs. 'They are always 
the first to go, and you know that. Congressman, in any level of 
government, as in private industry. 
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So, the question is fairness, and that is why you need some kind 
of standard, some kind of retraining if you are going to bring in 
and privatize any kind of service that the public needs. 

Mr. Tate. My question is how did you make sure that middle 
management was gone and not the front-line worker? 

Mayor Pascrell. Well, you have to have a scale between if you 
are removed according to seniority 

Mr. Tate. The whole reason you have the agency is to provide 
a service of some sort, not to create jobs. 

Mayor Pascrell. !^ght. 

Mr. Tate. So, I ^ess my point is how do you get rid of the mid- 
dle man^ement that does not do anything for the person, except 
create a jw? 

Mayor Pascrell. In the public sector, you have contracts, and 
you have to work through those contracts in order to get rid of mid- 
dle-management people. I mean we have a tremendous amount of 
assistant commissioners at every department in the State of New 
Jersey. 

We do not have that luxury on a local level. We are lucky if we 
have department directors, let alone assistant department direc- 
tors, but my feeling is, if you are going to remove, in a true privat- 
ization, a certain amount of lower-scaTe-paid workers, you have to, 
in order to keep the morale of the troops up, remove certain people 
or demote certain people on middle management, and that is how 
you do that. 

Mayor Schundler. The way vou do it is by transferring the 
power over who is buying the service, and that is what 
enmowerment is all about. 

For instance, when you talk about our school systems, there will 
be absolutely zero saving in New Jersey if we go through regional- 
ization, which is one of the things we are talking about. 

The Cato Institute has done a study that shows there has been — 
never in the history of mankind has there been any efficiency in 
government because of economy of scale. 

The reality is, for instance, in New York, even though they are 
a large city with a unitary police department, their labor costs are 
much higher than those everywhere else, because they have much 
more political power when you have that bi^ public union. 

So, there is no efficiency from regionalization. You can forget 
about it in terms of privatization, in many instances, because what 
will happen is you will see that those who are awarding contracts 
are doing it on the basis of political influence or contributions. 

The way you do it is by giving the power to the citizen or that 
entitv which is closest to the citizen and can be held most account- 
able by citizens. 

If we look at, for instance, the parochial school system in Jersey 
City, it handles 25 percent of our kids. They have, in Newark — or 
Irvington, actually, where they have their bureaucracy for the pa- 
rochial school system that covers not only all of Hudson County but 
much of Essex and so forth, they just have a handful of administra- 
tors for this enormous system, and that is because the people them- 
selves are going and sending their children to a school, and they 
do not want to see the services decline. 
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They do not want to spend a lot of money, but they want to see 
quality education for their children, and because they are empow- 
ered to make the decision as to where they are putting their child, 
they are not going to stomach a lot of money being wasted on bu- 
reaucracy and services being poorly provided. 

So, that is the way we do it. We figure out how we can make 
sure that every American can get the essential services they re- 
quire. If we decide that education is essential, we fund it publicly, 
but we do not control the money. 

We put the money in the hands of the people who we say we 
want to help, so they can make sure that, for the dollars commit- 
ted, they are getting the absolutely best services, and that 
empowerment wnl result in the waste being cut out, not the mus- 
cl6. 

Mr. Tate. Mr. Treffinger. 

Mr. Treffinger. The privatization efforts that we have been in- 
volved in which worked were simply an out-sourcing of the func- 
tion. You eliminate not only — it does not just hit on one level, be- 
cause you eliminate the middle management with it. 

I have a friend who owns a small business, a grocery store, and 
he decided to bake his own goods, and he discovered during the 
course of his business that he was not very good at it and it cost 
him too much money. 

So, he contracted for that part of his business with another local 
business which did it cheaper and did it better, and he contracted 
out that service, so that when the customer came in, however, and 
bought the things that he did directly and bought the baked goods 
that he contracted out for, that customer got a lower price and a 
better-quality product and bought in that same shop, and I think 
that we should apply those kinds of practical, pragmatic business 
approaches to the government, because we have lost sight of the 
fact who owns the government and who are the customers of the 
government, and it is not the politicians and it is not the workers. 

They work for the people who pay the taxes, and it is the people 
who are the customers, and it should be that the customer is al- 
ways right, because in this case the customers owns that particular 
business that is called the government. 

Mr. Tate. Thank you very much. 

Mr. Clinger. The gentleman’s time has expired. 

At this time, I would defer to our former colleague and member 
of this committee, Mr. Zimmer, to see if he has any comments or 
questions. 

Mr. Zimmer. Thank you, Mr. Chairman. 

I would like to address the point that was discussed by Mr. Davis 
and the panel on the municipal bond tax exemption. 

I, regretfully, left this committee to join the Ways and Means 
Committee, which is considering the flat tax, and it should be made 
clear that we are not talking about eliminating the tax-free status 
of municipal bond interest. We are talking about making all bonds 
tax-free bonds. 

Economists can argue about the impact that would have on the 
interest rate of municipal bonds. 

I think it is most likely that, even with the beneficial effects that 
would lower interest rates generally throughout the economy, you 
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would probably end up with most bonds close to the current level 
of mimicipal bond 3rields rather than having municipal bond yields 
increase. 

Now, Mr. Schundler, you have been in that business. Do you 
think that that is the case? 

Mayor Schundler. To some degree, I would argue, whether one 
goes up to meet the other or the other goes down to the meet the 
one, you know, they are going to trade the same, but it is definitely 

f oing to occur that interest rates are going to go down and every- 
ody is going to be better off. 

Mr. Zimmer. OK. Thank you. 

Now, I would like to pose a general question. 

This committee is not charged with administering the executive 
branch of government, as each of you is, but it does nave a respon- 
sibility to establish the structure and the process of government. 

So, I would like each of you to briefly address some of the gen- 
eral principles of management and organization that you have 
learned in your difficult jobs that might be applicable to the Fed- 
eral Government. 

We have discussed privatization at considerable length, and I 
think that is a very important subject to discuss, but what other 
principles do you think we ought to look at, in general terms, as 
we try to restructure and transform the Federal Government? 

Mayor Schundler. I think you should be looking at what is the 
nature of the individual service? 

What I think all of us in government should be doing is saying, 
you know — we should — ^it should be at the government level, where 
you have that commimal debate, if it is at the State level or across 
the entire national level, what do we as an American people think 
that eveiy American citizen should be entitled to, and when we 
come up together with our communal, you know, values, if you will, 
and we say these are things every American should be able to look 
forward to, then we say how do we make sure that that service is 
controlled again as closely to the people as possible? 

Now, there is — again, I talked about religious liberty. It should 
not be that, at the local level, we can deny someone’s religious lib- 
erty. Americans should be able to celebrate their faith in any cor- 
ner of this country. 

Thw should be able to experience economic liberty in every cor- 
ner of this country, and so, that is a Federal responsibility. 

That is, I think, something where you saj; we are going to stand 
up behind the Bill of Rights and we are going to stand up behind 
the Constitution and enforce it in every comer of this country. 
Well, it comes down, then, again, to issues like education. 

Since we are talking about something which has to do with the 
individual’s opportunity in this society, we should give the power 
to the individual. 

We should be wholly focused toward voucher-approached edu- 
cation, and we should not be focused toward reflation which ends 
up empowering — which ends up, if anything, limiting the oppor- 
tunity of all Americans to participate in the solution. 

Right now, by virtue of the way we have the Federal Government 
and the State government involved in that issue, we effectively say, 
businesses, you cannot participate. 
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We are talking right now — and it is a big issue before us — with 
regard to whether churches can be involved in social welfare. 

We are sitting here with people who say they care about the poor 
saying that we do not want their involvement, we do not want their 
assistance, and that, to me, is a crime. 

So, if we are talking about, for instance, education, which is an 
individual, you know, element of opportunity, let the person choose 
where thejj get the help, and let everybody who wants to be a pro- 
vider get in the game, whether it be churches or businesses or 
whomever. 

Let us not have government, which is supposed to be on the side 
of the consumer, creating a monopoly provider, which creates an in- 
credible conflict of interest, where we end up, you know, defending 
ourselves and serving ourselves instead of the people we said we 
wanted to help. 

When it comes down, again, to things like interstate transport or 
prisons, let us let the State work on those things and not have us 
getting in the way and circumscribing their ability to solve their 
problems in a way that makes the most sense, but there are ele- 
ments which — like religious liberty, economic freedom, civil 
rights — where you have to stand up and make sure that none of 
us at the local level circumscribe what is the fundamental right of 
an American citizen, and there are things like, for instance, wel- 
fare, where we do have an issue that we do not want to have peo- 
ple being pushed across the borders, and so there does begin to be 
at little bit of, you know, subtlety involved and sophisticated think- 
ing has to get involved in how do we create a system that keeps 
the power at the local level but does not result in people trying to 
push off their problems? 

I commend you for dealing with that difficult question. I do be- 
lieve that block grants ultimately will work effectively to do that. 

Mr. Treffinger. I believe that any problems you have with de- 
mocracy, the solution is to have more democracy. 

When Jefferson talked about the government that governs best 
governs least, I think he was talking about ^vine as much power 
to every individual insofar as practical over his or ner own destiny, 
and I think that is the model that we should try to abide by when- 
ever it is possible. 

The way that works, I think, with regard to what you can do — 
I happen to believe that, even though the practical results do not 
always turn out the way people might always want them to, one 
of the best things we have in our State — ana, I imagine, through- 
out the coimtry — is that local boards of education must submit 
their budgets for approval to their citizens. 

I would like to see the use of referendums and initiatives and 
more and more direct citizen involvement in every budget in every 
government. 

I do not think that is either a liberal or a conservative concept, 
I think that is a realistic democratic concept, and I once said that 
to a politician who said, my God, how can you have that happen, 
the people might make a mistake. 

Well, that is political arrogance. They cannot make a mistake, 
and damn it, it is their money. They are entitled to decide what 
to do and what happens with their money. 
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Now, you in the Congress — is impossible for you to put up 
every spending issue on a referendum, so it is done by elections, 
and as we all know, elections get caught up with a variety of things 
that do not focus on any one issue, focuses on a variety of issues, 
sometimes focuses on personalities. 

So, I believe the best way to do it is the increasing democratiza- 
tion of the citizen’s control over how his or her money is spent. The 
more things you can get on a ballot, to have people decide on that 
specific issue, the better off you are. 

You cannot do it at your level, because it would be an impossibil- 
ity. So, that leads to the next conclusion, which is give back more 
power to those government entities that are closer to the citizens. 

If the Federal Government can do it, I am convinced States can 
do it better. 

If the States can do it, I am convinced local governments can do 
it even better, and better does not just mean more efficient, it 
means what our country stands for, that the individual decides his 
or her own government, because the individual owns it. 

I think it was a left-wing saying a few years ago: Power to the 
people. They stole the saying from our founders. The more power 
to the people over their pocketbooks and over every aspect of their 
lives, the better off we are. 

Mr. Clinger. Thank you. Mayor. 

For the last word. Mayor Pascrell. 

Mayor Pascrell. I think. Congressman Zimmer, that we need to 
get away from cliches, and I think local government has done that 
in four major areas — crime, welfare reform, public-private partner- 
ships, and economic growth — and I would like to start with the last 
one first. 

It is on the local level that you have seen the generation of a 
manufacturing and industrial policy. There is none in New Jersey, 
there is none in the United States of America, and we have to have 
an industrial policy or else manufacturing would continue to 
shrink. 

We still have ein immigrant population, and people have to work 
with their hands. We are struggling with that on a local level, and 
we ask the executive branch and the Congress to think about eco- 
nomic growth of the future, which very few people are talking 
about in Washington. 

Second, I think that, on local levels, we have, not only in 
Paterson but all throughout the State of New Jersey and many of 
your States — you have seen the creation of private-public partner- 
ships, and believe it or not, that was precipitated by a Federal pro- 
gram, also which had bi-partisan support, and that is the old 
UDAD program, where you leveraged dollars, another successful 
program that went down the tubes in the early 1980’s, like a lot 
of other good programs. 

I think the Federal Government has to get into the business of 
helping public-private partnerships. I do not think there is any- 
thing wrong in that. I think it will help increase our tax basis. 

Oiu* biggest struggle in the commimities in northern New Jersey 
and in southern New Jersey, too, is a shrinking tax base, and that 
is not going to happen by any cliche or magic wand. 
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Welfare reform; Welfare reform started on a local level, the 
changes to the welfare system started, were precipitated. 

The Congress has been talking about it, finger-pointing for 25 or 
30 years, and yet it is on the local level that we have generated 
changes that have become not only law in New Jersey but have be- 
come law with the prevalence of the Federal Government in 25 or 
26 other States, and it is slowly working. 

We are working our way out of that Federal system, that Federal 
morass. 

Finally, crime; If there is any area that the Federal Government 
has absolutely failed, it is on the issue of crime, and of course, 75 
percent of the crimes committed in America are drug-related. 

On a local level, we have gotten away with more is better. We 
do not believe — we do believe that more cops are needed on the 
street. We do not believe that more cops simply mean a reduction 
in crime. That is not the cause-and-efFect relationship. 

l^at it does mean is we have talked to the people in the neigh- 
borhoods. We have asked them to help us fight this crime. What- 
ever happened to parents? Whatever happened to their responsibil- 
ity? 

We cannot have a cop on every comer. We cannot have a cop in 
everyone’s house, and we would not want that anyway. We would 
not want that even if we could have those cops. 

I think your biggest failure in Washington, those that we sent 
there, has been in the area of crime. 

You have not stopped drugs from coming into this country. How 
in God’s name are we going to stop them from coming into Jersey 
City and Paterson if you cannot stop them on a Federal level? How 
can we possibly do that? 

I am saying to you, on the local level, we are attempting to do 
that, to not build moats around our communities but get people to 
understand their individual responsibility. 

Drugs are not the problem. We are the problem. No market, no 
sale. Unless we begin to educate the public, small kids in the way 
up, I do not care how many cops you have out there. 

I do not care how many laws you and I pass and pound our chest 
and look how tough we are on crime, it is not going to work. 

On a local level, I think the Feds can learn a lot from what is 
going on in mayors and councils and community organizations 
throughout America, not only New Jersey, and thank you. Con- 
gressmen, for coming to New Jersey today. 

Mr. CuNGER. Thank you. Mayor, and thank all of our panelists 
for very, very thoughtful, provocative, and always interesting testi- 
mony. We really appreciate your input. We are grateful for your 
participation. Thank you all. 

May I ask all of you if you would be willing to consider respond- 
ing to questions for the record at some point? Thank you all. 

We now go to the open mike session of our program, which gives 
you an opportunity to give your opinions, your views, your ques- 
tions, comments, criticisms, whatever is on your mind, and the way 
we are going to do that — I think you all have received — ^it is like 
a raffle or an auction or something that we are running here, but 
in view of the fact that we are not going to be able to hear from 
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everybody, we thought the fairest way to do this was to do it by 
random selection. 

So, you have all received a ticket. You will not win the floral dis- 
pW or anything. You are going to win the right to ask a question. 

'me last three numbers are all that you need to be worried 
about. The last three numbers on your ticket are the only things 
that are different from everybody else. So, we are going to go for 
about 45 minutes or until Governor Whitman arrives. 

The first person we would like to hear from holds ticket No. 283. 

Would you go to a mike, please, and let us have your comment, 
and I think these comments — I would encourage all of our partici- 
pants at this point to be very brief. In fact, we are going to put on 
a 2-minute signal for the questions. 

Mr. Kleitsch. My name is Cole Kleitsch. I am the State director 
for New Jersey Concord Coalition. I want to, first of all, thank the 
committee for coming to New Jersey and giving us all an oppor- 
tunity to make our views known on the operations you are going 
to be working on. 

Concord Coalition prides itself on trying to let our fellow citizens 
know about the state of the national budget, the debt in particular, 
which is nearly $5 trillion, and the painml news that we are going 
to have to be sacrificing quite a bit to get it in order for the future 
of America, to make sure that the children £md posterity that we 
are charged to look after will have something there for when they 
are an adult down the road. 

You are attempting to do something that has never been done be- 
fore. You are taking entire departments and reexamining their 
function and their use, and what Concord often applies in tnat re- 
gard is what we call a means test. 

A means test is simply this — and we apply this to any sort of en- 
titlement; Is this work maintaining, and if so, what is its purpose? 
Is this a want or a need? 

The sole criteria that we would like to apply to anything and, in 
particular, what we are discussing today about reforming govern- 
ment and, in particular, the Commerce Department — Mie Com- 
merce Department is something that ostensibly serves the purpose 
of promoting U.S. business, and as you had mentioned earlier, I be- 
lieve only 6 percent of the actual budget does that, the balance of 
which goes to a myriad of other functions and types of activities 
that have nothing to do with trade, at least in our view. 

We look at that as a bureaucratic entitlement. We must ask our- 
selves, does the Commerce Department, in fact, provide support for 
business to the degree that it should, to the cost that it is costing 
us, and I think, as the committee’s reports have provided or that 
we have seen, it does not. 

We have to reexamine what does commerce do? 

Let us develop an office of trade, if required, and let us focus 
those efforts on developing business, and those aspects of the de- 
partment that have nothing to do with trade or need to be elimi- 
nated wholesale, let us do so, but bear in mind, in my view, some- 
thing to look at. Commerce Department is only the beginning, and 
we go down the road, the other departments that you will be fac- 
ing, such as education, are going to be very, very difficult, and as 
you had said earlier — ^and the thing I would like to leave with, be- 
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cause this is solely just a comment and observation — do so with de- 
liberation. 

Take a keen eye not just to cutting solely for the sake of cutting 
and rhetorical victory in so doing, which seems to be popular these 
days. We would really, really appreciate a very wise long-term view 
to these things. 

Where such departments have a role to play in society, let them 
play it efficiently, but to cut simply for the sake of cutting, we find 
that insupportaole. We must take a view, and a balanced one, 
which makes your job all the more difficult. 

On the one side, you have got people advocating wholesale reduc- 
tion of departments, and on the other is expansion and mainte- 
nance. We would ask you to walk the line, keep an eye to the fu- 
ture. We will support every effort that we find in our view to be 
a wise one. 

Thank you for coming. 

Mr. Clinger. Thank you very much. 

In response, we are making an effort now to look very hard at 
the Department of Commerce and what it should be doing and 
what it should no longer be doing and what it now does that could 
be done better at the State or local level or, indeed, in the private 
sector. 

It is a thoughtful and, hopefully, deliberative and careful process. 
We are not in this just tropny-hunting. The Secretary of Commerce 
the other day said we were just in this for trophy-hunting. That is 
not the objective at all. 

The objective is to emphasize the core function of that depart- 
ment, which is trade expansion, trade development, and business 
promotion, which is good for the country, but which now receives 
very little of the resources and the manpower of the Department 
of Commerce, to focus on that core activity and get out from the 
thicket of all the other things which are so distracting to the people 
who are running that department now. 

So, I really appreciate your comment and thank you very much 
for coming. 

Mr. Kleitsch. Mr. Chairman, one last thing. 

What it is going to provide for you is great practice, because as 
I said, I think the Commerce Department is not necessarily a tro- 
phy, but it is going to provide ample opportunity to execute those 
types of measures that will become more difficult as time goes on, 
and we thank you for your efforts. 

Mr. Clinger. Thank you. 

I will ask Mr. Schiff to draw the next number. 

No. 232. Yes, ma’am. 

Ms. Gibbs. I was not prepared to ask a question, but I do appre- 
ciate all the work that you are doing, and I am very proud of all 
of you, and I am sure that there will be ways to accomplish what 
has to be accomplished, and I think it is great. 

Mr. Clinger. Thank you very much, appreciate your attendance. 

No. 281. 

Mr. Gingsberg. Hello. My name is Stuart Gingsberg. I am also 
a member of the Concord Coalition. I, first of all, want to thank 
you for coming to our home State. I am sure all of us in this room 
do appreciate it. 



327 


I wanted to make a comment about something that Mayor 
Pascrell said. He mentioned something about laying off people and 
paying unemployment insurance for Federal workers. 

There is also another aspect to that. That is, if you offer early 
retirement packages to Federal workers, you have to start paying 
their benefits. You have got to start paying their pensions and also 
an increase of COLAs. 

So, what I want to state is, instead of just looking at reducing 
payroll, you also should look at reducing the programs, too. 

For instance, in the Education Department, there is a program 
which encourages States to give grants to students and goes to in- 
dividual States, but the States already do that, so you basically 
have a program encouraging States to do something they already 
do. 

So, I think it is important to look at those type of programs, and 
I do appreciate you coming here, and good luck. 

Mr. Clinger. Thank you. 

The panelists should feel free to interject at any point in these 
sessions. 

No. 276. I would just ask everybody who takes the mike to iden- 
tify themselves. 

Mr. Jankowski. Good morning. 

Mr. Clinger. Good morning. 

Mr. Jankowski. I am glad you are here. 

I have sat here for 2 hours, and I came under the assumption 
we were going to be talking about the Federal Government and 
how to reduce the cost. I thought we were going to be talking about 
Medicare. Welfare is only 1 percent or 2 percent of the budget. 

Now, in the upcoming months, you are set to cut $284 billion 
from the Medicare program. 

Now, I am not going to debate the rights and the wrongs. Two 
himdred fifly billion for a tax cut. 

Now, if this country is in such serious trouble, why are we cut- 
ting Medicare to fund a tax cut? 

Now, listening to Channel 13 this past Thursday, I was sur- 
prised — they had the health-care crisis and Norman Miller, a pro- 
fessor from Harvard and all that, a very interesting program, and 
the one thing that he brought to mind is we are going to shift you 
people into HMOs. 

A^y does a Medicare recipient want to go into an HMO? 

The next thing he brings up, if you do not, it is going to cost you 
$150 a month to stay in the traditional program. That is our Medi- 
care. 

I am going to retire in a couple of years, but I work. I qualify 
for Medicare. 

Now, why in the world do you people sit there and say we are 
going to save Medicare at our expense? 

Now, I just want to leave you with one thought. 

Listening to you people right now, you remind me of a wedding 
cake, with all of the whipped cream at the top, and Republicans, 
you want to cut from the bottom, and you do not want to touch the 
cream. The Democrats want to come through that cake right from 
the top to the bottom. 
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Now, you asked about privatization. In the State of New Jersey, 
our great Grovemor has privatized Motor Vehicles, all the low-pay- 
ing jobs out the door, 900 of them. In our Meadowlands, where the 
Giants play, 200 janitors out the door. There is no equality to any 
of it. There is no equality to any of it. It just seems that what you 
are doing — and I think you better consider what you are doing — 
you are making this the haves and the have-nots, and I see no fair- 
ness coming down the pike. 

Thank you. 

Mr. Clinger. Thank you, sir. 

Mr. Martini. 

Mr. Martini. Thank you, Mr. Chairman. 

Your analogy about Democrats cutting the cake from top to bot- 
tom — some would argue that the Democrats have been eating the 
cake for 30 or 40 years, at the taxpayers’ expense I might add. 

Let me, Mr. Jankowski, respond first to your comments with re- 
spect to Medicare. By now, I would have thought you had read the 
papers and read the trustees’ reports. 

'The issue of Medicare is not one which the Republican party has 
raised. Rather, the issue of Medicare was raised by the very trust- 
ees of the Medicare trust fund, three of whom are cabinet-level offi- 
cials of the Clinton administration, and they reported to Confess 
and the President in April of this year — this was not a Republican 
agenda item — and they reported that, unless actions were taken to 
save and strengthen Medicare, the program would be insolvent by 
the year 2002, which means, to the average person, bankrupt, 
which means, by law, there would be no funding to take care of the 
necessary medical needs of our senior citizens. 

So, your argument is to look the other way, as prior Congresses 
have uone on the most important issues facing the American people 
over the years, and seek only to be concerned about reelection by 
avoiding the tough issues, and frankly, I think your argument is 
one, in my opinion, of irresponsibility if you accept the very fact 
that the trustees have reported — ^not the Congress, not the Repub- 
licans, not the Democrats — that there is a serious problem, which 
we would expect the American people to expect that their elected 
officials would have the courage to seek a solution for, which is 
what this Congress is attempting to do. 

There is no dispute about the insolvency of Medicare. The Presi- 
dent himself acknowledges that. 

The only issue now is how do we save it, and quite frankly, when 
you still sing to the choir about cuts, from the way I learned arith- 
metic right here in the city of Passaic, growing up, any real ^owth 
in any program or numbers of — actual numbers going from $4,800 
per beneficiary, the average this year, to $6,700 per beneficiary in 
the year 2002 is, by my arithmetic, real growth. We could argue 
all day about cuts or not, but it does not serve the real purpose of 
this dialog, and that is to let the people know that we have an obli- 
gation, I think, and a responsibility to save the Medicare program, 
and frankly, most of the seniors who I have reached out to during 
the month of August — and I have had eight or nine Medicare town 
hall meetings — most of the seniors related to me their concerns 
about the waste and the excess that exists in that system and their 
willingness to be open-minded to options that will save the system. 
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Let me just conclude — ^because I think you raise, by way of the 
Medicare example, some other examples that were raised, cer- 
tainly, by our mayor from Paterson, Bill Pascrell, a good mend, 
and I think it also helps to focus the purpose of these national 
hearings. 

What we are trying to do is to open up the discussion for other 
options and alternatives to make the Federal Government more ef- 
fective, and I think we have a responsibility to consider things like 
privatization, and as Mr. TrefRnger and Mr. Schundler said, it may 
not work in every instance, but no Congress in the past has seri- 
ously entertained the types of alternatives that we are here today 
having a dialog with you and others — ^privatization, block grants. 

It is hard to argue both ways, as we heard one of the witnesses 
say, that yes, there is a need to bring government back to the local 
districts, because there is more responsibility, but there is a ques- 
tion about block grants and also to suggest that it is cliche to talk 
about reinventing government suggests to me very strongly the al- 
ternative of maintmning the status quo, and I think most of the 
taxpayers out there realize — and many of the people involved in 
these government systems — realize they have not worked as well 
as they should for the kinds of moneys that we have been spending 
over the last 30 or 40 years. 

So, to question every alternative leaves only one thing, and that 
is the status quo, and that brings me to the final point — and I 
know this has been long, but I think it is very important. 

Part of this is learning from you and others who have been down 
this road before us how to overcome the fear of change that we all 
share, and that is a human fear, and that is part of this. 

Whenever we talk of privatization, block grants, reinventing gov- 
ernment, there is a natural fear that we as human beings, I uiink, 
harbor, and it is part of our process to learn from others who have 
gone through this, how do we manage that fear responsibly and 
still enact the necessary changes that we feel we are obliged to 
enact, because the American people have asked us to, ana meet 
these services, but we are having that dialog. 

I would rather have this dialog in an effort to seek solutions than 
to do what prior Congresses have done, simply allow the Federal 
Government to grow unquestioned, without much thought, in re- 
cent years, at least. 

Mr. Davis. Let me just thank the individual for getting up and 
speaking. Can I just make a couple of comments, as well, Mr. Mar- 
tini, if I could? 

I was one of the Republicans who did not support the tax cuts. 
I voted against it. I was 1 of 11, and Mr. Schiff, my colleague from 
New Mexico, was another. 

Medicare, standing alone, is going bankrupt. Part A, in the year 
2002, runs out of money if we do not make some changes, and this 
is not me talking. This is Robert Reich. This is the trustees talking. 
So, we have to deal with that standing alone. 

The President has offered some cuts in Medicare. He offers to cut 
$195 billion, as scored by the Congressional Budget Office, over a 
period, to save Medicare. Ours are up at the 270 range. 

The President has also offered tax cuts. There is some difference 
in the levels. 
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So, just to put it in perspective, it is not just the Republicans 
talking. It is the administration talking, as well, and the degree 
and the effort of that is, I think, things that have to be ironed out, 
but to put this conversation on a level playing field, the President 
has also offered his cuts in Medicare, recognizes the trustees, and 
the President has offered his own set of tax cuts. 

Mr. ScHiFF. Let me just add one word, because I am another Re- 
publican who voted against the tax cut, and that is because I agree 
with our Concord Coalition friends, who testified earlier, that I 
thought we should put the deficit first, not that I otherwise dis- 
agree with the idea of a tax cut, but I want to say that Part A of 
Medicare, which, as you know, is the hospital fund, is funded solely 
from a portion of the payroll tax. 

It has nothing to do with the funds that are involved in the pro- 
posed tax cut either by the Republicans or by President Clinton. 

So, in terms of Part A, which is projected by its own trustees to 
be bankrupt in 7 years, that does not change whether there is or 
whether there is not a tax cut, because of its separate mechanism 
of fiinding, and it is something we have to address. 

Our chairman is back, but I will go ahead and call the next per- 
son to be invited to the microphone. No. 229. 

Mr. Raymond. My name is Sherwin Raymond, and I live in 
Ridgefield, NJ. It is a small suburban area in Burton County. It 
is fairly affluent. We have some blue-collar workers, mostly white- 
collar workers. We are only 4 miles from New York, so a lot of peo- 
ple work over there. 

My concern is that, right now, the government is spending its 
money irresponsibly. We have got a huge professional mercenary 
army of many millions of men, a lot of material, and they are most- 
ly useless. 

They are based overseas. They are based on camps. They are not 
watching our borders or doing anything useful. They are preparing 
for a war which we know is not imminent, and I think that our 
military budget is absolutely stupid. 

After each war in our past, we demilitarized. I remember we had 
fleets of moth-balled ships on the Hudson River. I can remember 
all those things, but right now, a lot of our tax money supports a 
professional mercenary army, and I think that is wrong, and if we 
do have such a big army, we ought to use it to seal our borders 
or stop the drug trade or do something useful. 

In China, they have a huge army, and they have them working 
on the roads, doing something useful. 

That is just one thing. 

The other thing I have is a thing about — ^the government is 
afraid to trust the people. This is very strange, because as some- 
body said on the panel, the people might make a mistake. 

Actually, the people are mistrusted by the government, because 
they are supposed not to know what is good for them, but you peo- 
ple in Washington, you know what is good for us, and you are 
going to help us get what you think we need, and I think that is 
a bad philosophy. 

Otherwise, I think, if you empower people and give them individ- 
ual ability to make their own decisions within certain framework. 
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so you do not hurt others, that is the basis of how our government 
was founded, and I think we should continue that way. 

Thank you. 

Mr. CuNGER. Thank you very much for your comments and your 
input. 

I would just say that I would concur with you that there seems 
to be an attitude too largely held in Washington that we cannot 
trust local officials to do what is right, that we have to establish 
very rigid, inflexible criteria for clean air, for clean water, for all 
of these things, because we cannot trust the local mayors, the coun- 
ty executives, the Governors to be worried about the clean air, the 
clean water that they are using in their own backyards. 

It seems to me that is sort of a disingenuous thought, because 
clearly a mayor is going to be as concerned or more concerned 
about the quality of the water and the quality of life in his commu- 
nity than some bureaucrat in Washington. 

So, I would concur with your view that we really need to reverse 
our thinking of where responsibility should lie. 

The next is No. 231. Again, we would ask you to state your 
name, and if you do represent an organization, we would appre- 
ciate having the name. 

Ms. Shapiro. My name is Michelle Shapiro. I do not represent 
an organization, but my husband is running for State Assembly, 
the 27th District. My topic does not have to do with that. I will say 
that I am a student at New Jersey Dental School. 

I am a delegate to the Dental Association, a branch of the ADA. 
It is called ASDA, the Student Dental Association, and with all the 
Medicare, I am absolutely in support of all the changes going on 
in Medicare. 

I just wanted to make one small point, that I do not think that 
medicine and dentistry should be lumped together. MSAs are a 
great idea, and they are a great idea for medicine. For dentistry, 
they would kill dentistry. 

People are not going to go and spend the money if it is sitting 
in an account unless they really have to go to the dentist. 

This was an issue that was brought up at our last convention in 
Atlanta, which was last week, and although I am in absolute sup- 
port of all the reforms that are going on and block grants, I think 
that our Con^essmen and our Senators need to realize that medi- 
cine and dentistry really are two separate entities, they have sepa- 
rate concerns, and that is my only comment. 

Thank you. 

Mr. Clinger. Thank you very much for your contribution. 

No. 293. 

Mr. Hogan. My name is Bob Hogan. I am from Morris County, 
Chatham, NJ, and I guess none of my Representatives are here. I 
enjoyed this session. I guess the comments I had — and one of them 
is about the military — is why are we funding the B-2 bomber? 

I ^ess we are getting a couple more. 

I forget how much they cost, but it is sort of mind-boggling, when 
actually, trying to be diplomatically inclined, the Air Force Chief of 
Staff does not really want it, but maybe the representative from El 
Segundo, I think, is where Northrop is, is probably going to be 
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happy, because he is going to be putting out a few more B-2s, 
when we never really effectively used the &-1. 

It never served during the Persian Gulf war. It was heavy with 
B-52s, but I think they built 100, and they have lost about 3 or 
4 of them since then. We are going to lose B-2s, also. So, I just 
cannot see why that money is being funded when, really, nobody 
wants it. 

That is just the B-1. There is other things, too, but yet there are 
things we need, like the C-17, and I think we need that, because 
the C-141s are going to wear out soon, if they have not already. 

That is about ml I have. 

Mr. Clinger. Thank you very much. I think there is an equal 
dispute about the C-17, about whether we need that. I mean you 
have difference of opinion on these aircraft. 

I think the argument made in favor of the B-2 on the floor just 
this past week was that the B-52s are now 45 years old or some- 
thing, and the engines are falling off of the wings, etcetera, and 
that we need a follow-on thing. 

You know, that brings to mind another point. 

Members of Congress are asked to vote on a variety of things 
running from crop yields to megatons of nuclear weapons to all 
sorts of things, and it is difficult sometimes to know what is the 
proper decision in some of these areas. 

If you are not an expert on them, you tend to have to rely upon 
your colleagues who are dealing in those areas, to be guided by 
them, but it is a tough call sometimes. 

Thank you. 

No. 235 will be heard from. 

Mr. Warehime. Good afternoon, and thank you. 

My name is Duane Warehime, and I am the former State chair- 
man of United We Stand America-New Jersey. My organization 
supports significant government reductions, as you are all aware. 
We have not forwarded a specific plan for doing so. 

In the 1992 elections, Ross Perot was soundly criticized by the 
press for not offering such a detailed plan, yet here we are 3 years 
later and the Congress is still holding hearings on how to reduce 
the size of government. 

This forum today is a clear example of the difference between 
how American businesses deal with tough problems and how the 
government has dealt with the tough problems facing our society. 
Businesses act quickly, decisively, and government d^ates on and 
on and on and on. 

You want our opinion on how we should downsize government or 
where we should downsize government? Our response is cut it back 
across the board and as fast as possible. 

First, we need to redefine the limits of governmental responsibil- 
ity. 

Civilized society owes a certain minimum level of protection and 
support to its least advantaged, we all admit that. Even the most 
hardened cynic cannot deny the importance of a society showing 
compassion to those who are in difficult circumstances. 

However, that compassion must be tempered with the knowledge 
that there are limits to the resources that are available. 
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This balance of compassionate realism will deflne the amount of 
support that this Nation can afford to give. It will also automati- 
cally limit the tendency for a government to act as a parent to its 
citizens. 

Second, I would go far beyond committee hearings on this discus- 
sion or eliminating one agency. 

Perhaps we need a moratorium on new legislation, new regula- 
tions, and new appropriations for as much as 2 years while govern- 
ment puts its entire mental energy into fimring out how nest to 
reduce the size and cost of its operations and services. 

Instead of continuing to build this monster, we need to stop, take 
a step back, rethink and reconsider everything that we have al- 
ready done. 

In the past, every attempt to cut back has been met with an 
equal or CTeater demand to increase someplace else. We must — and 
perhaps this moratorium is a possibility — ^find a mechanism to shut 
down the pressure for growth while we focus on the efforts to re- 
duce. 

Third, we need to create a strike force against waste, with the 
authority to investigate, expose, terminate and/or arrest individ- 
uals or groups of individuals who intentionally waste the public 
funds. 

Such an elite watchdog organization would do internally for the 
government what the media is doing publicly. Wouldn’t it be better 
tor the government to try to police itself for waste rather than let 
its foolishness be broadcast to the world on our weekly news pro- 
grams? 

Mr. Clinger. Can you wrap it up? 

Mr. Warehime. I will be very quick. 

Fourth, we must redefine the rules for entitlements. It is too 
easy to bow to the political pressure of powerful interest groups. 
These gproups are looking out only for their own selfish short-term 
interests. 

'The long-term interests of many more Americans would be 
served by admitting that the changing demographics of our society 
have made the current entitlement programs a time bomb. 

Finally, I suggest you not be moderate about these cuts. The 
time for tinkering is past. The theme should be slash and bum. We 
cannot afford to continue running up annual deficits and increasing 
the huge national debt. 

In my opinion, even 7 years is too long to wait for a balanced 
budget. We must stop deficit spending as soon as possible and 
begin to pay down this debt. We appreciate the effort that you are 
making in this regard. We just feel that you need to go a lot farther 
a lot faster. 

Thank you very much. 

Mr. Clinger. 'Thank you very much. 

Mr. Martini. 

Mr. Martini. Thank you, Mr. Chairman, and I think your com- 
ments are very much consistent with the mission statement of this 
committee and these hearings. 

I think it is important, however, that by having these hearings, 
we do not send out the confusing message that Congress is simply 
listening and not taking any actions. 
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Quite to the contrary, in already the last 9 months, this Congress 
has enacted a budget resolution, is in the process, and I am con- 
fident, by this fall, the Congress will pass a balanced budget, and 
hopefully, the President will endorse that and sign it into Taw. So, 
even while we are having these hearings — these hearings are in- 
tended to take it a step further, and these are intended to continue 
the focus on the efforts that are being taken right now and the de- 
cisions that have been made already and then continue the focus 
for the future, to make sure we remain fiscally responsible and ac- 
countable, not just for this year or the foreseeable few years but 
for the future generations to come. In closing, let me say that one 
of my staff members, as we were going through the budget process, 
gave me a list one time of all of the things that the budget either 
eliminates or downsizes considerably, and the list is about 7 feet 
long and includes items by line item by line item, single-spaced 
typed, and that gives you some idea of, already, what is included 
in the process for this budget. 

So, ^is Congress is committed to working toward fiscal respon- 
sibility but also entertaining all of the other things you have out- 
lined in your comments and keeping an eye on that. 

Mr. SCHIFF. Could I have 1 second, Mr. Chairman? 

Mr. Clinger. Yes. 

The gentleman from New Mexico. 

Mr. ScHlFF. I just want to say of course we have a United We 
Stand America chapter in my district, as I am sure exists through- 
out the Nation, and I meet with them frequently, and we have a 
lot in common. So, I want that stated first, so that my next state- 
ment is in context. 

When you come to the specific need to end deficit spending and 
balance the budget, we are now at the time for specifics. The Con- 
gress is being very specific in terms of its appropriations bills. 

The Congress will be very specific in terms of the final wrap-up 
bill, which we call the budget reconciliation act, which is due short- 
ly- 

I would point out that, for those that say we need to cut the defi- 
cit further and faster, it is time for you to offer specifics. If you 
think we have not done anything far enough in any of these areas, 
put it in writing: This is what we believe that you should cut fur- 
ther. 

The Concord Coalition has done that. The Concord Coalition has 
put out a long list of specifics, this is where we would cut. 

I, frankly, do not agree with all of their proposals, but they have 
put it out there in black-and-white, and I think we are at the point 
that, when anyone else says let us do more cutting, they should put 
it in black-and-white, too, or they are really not adding anything 
to tile debate. 

Mr. Clinger. Any other comments? 

[No response.] 

Mr. Clinger. All right. We have now No. 221. 

Ms. Morelli. My name is Rosary Morelli. I live in West Orange. 
I would like to thank you gentlemen for being here today. My re- 
gret is I do not see any women sitting up there, but maybe next 
time. I have two things to say. 
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I agree with the premise of giving the power to the people. In my 
opinion, elected officials serve at the voters’ pleasure, and we 
should have more to say on how our tax dollars are spent at all 
levels of government. 

Higher taxes do not guarantee better services, education, or qual- 
ity of life. 

Regarding the mayor from Paterson’s remark on the Department 
of Motor vAicles, I do not know if he saw a recently conducted test 
in the various motor vehicle agencies in the State. It was conducted 
by the Star Ledger. 

They sent people out to test the effectiveness and efficiency and 
the time spent in each agency, both in those agencies that had 
been previously privatized and those that were privatized in the re- 
cent move. 

Their results showed that the agencies that had been privatized 
previously worked more efficiently, effectively, and the wait was 
minimal. The results of their test showed that privatization at the 
DMV did work. 

'Thank you. 

Mr. Clinger. Thank you very much. 

Just in response, we do have women members of this committee, 
I want to assure the gentlelady. 

In fact, the ranking member, the Democratic counterpart to me 
on the committee, is Congresswoman Cardiss Collins from Chicago, 
IL, who had intended to be here this morning, but unfortunately 
something came up at the last minute. 

So, I am hopeful that, in the subsequent hearings that we will 
be having around the country, we will have a bi-sexual representa- 
tion here on the committee. I do not think I said that quite right. 

Mr. Davis. I want to disassociate myself. 

Mr. Clinger. Let the record show that the chairman fouled up. 

The next number is No. 205. 

Mr. Conklin. I would like to thank you for being here. 

My name is Kelly Conklin. I live in Glen Ridge, NJ, and I am 
here to comment on the congressional budget recommendation, 
which contains, as I understand it, a 36-percent, plus or minus, re- 
duction in the Environmental Protection Agency’s budget. 

I am wondering, if Congfress reduces its obligation to the States 
to meet the problem of environmental management and shifts it off 
to the States and the States, like New Jersey, reduce their reve- 
nues and push their responsibilities off onto the localities, how will 
the taxpayers ultimately save money? 

Are we going to wind up, eventually, with an Environmental Pro- 
tection Agency for the Township of Montclair or Glen Ridge? Where 
does it stop? 

There are innumerable issues that arise when we talk about en- 
vironmental protection, and it seems to me that we need a Federal 
template of laws and regulations that assure an equal obligation on 
the part of all States. 

Otherwise, the States will fight with each other over how to de- 
regulate sufficiently to draw business in. How will they settle is- 
sues across State lines in terms of environmental cleanups? 
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How will we dispose of radioactive materials across State lines 
when we cannot even figure out how to dispose of gloves that are 
used in a laboratoiy that has radioactive materials on it? 

There are huge issues that this budget cut does not begin to ad- 
dress, and you will leave communities like mine, which had a very 
serious radium contamination problem, high and dry. 

The people of Orange are about to find out that the project to 
clean up the U.S. Radium site, perhaps one of the most dangerous 
facilities in the United States of America, is not going to happen. 

How are we going to do this? The State of New Jersey CEinnot 
solve these problems alone, anymore than the State of New York 
or Pennsylvania. So, how are we going to do it? 

I know that we have to make rational decisions about all of the 
things that need to be done by government, and I know that there 
are mings that were done badly at the Federal level, particularly 
in environmental protection, but it seems to me the way to go 
about this is to examine how this agency has functioned, take a 
long view, and take enough time to figure out how to make the nec- 
essary adjustments to make this agency work well, instead of just 
cutting the budget and running, essentially, from a major respon- 
sibility. 

Mr. Clinger. I would say to the gentleman that is precisely what 
we are trying to do in this committee. I mean I hope you have 
heard what we have been saying, that we have been trying to take 
a look at these things, decide what we can do. 

There are some areas of the government that are going to have 
to be increased in funding and not just slashed. I mean I think 
there are some areas where we are not doing the job. 

I would point out that we are in the process now of taking a very 
hard look at the whole Superfund operation, because it has not 
worked. Too much of the money under the Superfund has gone to 
paying lawyers and into the court process, rather than in cleaning 
up sites. 

So, it has been a failure in terms of accomplishing its primary 
job, which was to clean up these very dangerous sites that you 
have talked about. 

I think we will have a substantial systemic reform of the 
Superfund program, hopefully make it much more effective in deal- 
ing with the very kind of crisis that you are talking about. 

Mr. Conklin. All right. I will step down in a second. I just want 
to say something very specific about radioactive contamination. The 
States cannot deal with it. We need a Superfund program, and we 
need a Federal presence in handling these materials. 

They are all over the country. They are in places that we do not 
even know about yet. The States simply, politically, cannot handle 
it. Before you eviscerate the Superfund program — and I would take 
issue with you on your analysis of it, ConCTessman. 

I think tnat there was a very slow early learning curve, and we 
made a lot of mistakes in the management of the Superfund pro- 
gram early on. 

More dollars are going to cleanup now, and if we could change 
the law so that potentially responsible parties could not turn it into 
a litigation-fest, we might actually make more progress in clean- 
ups. 
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Those are the kinds of adjustments we need to consider before 
we knock the blocks out from under it by not funding it. 

Mr. Clinger. Thank you very much for your comment. 

The gentleman from California. 

Mr. Horn. I think the chairman has said it well in terms of what 
we are trying to do. Our concern is that most of the Superfund 
money, a mtyority of it, went to pay lawyers’ fees, not to clean up 
sites. 

We have continuously urged the administrator — and we are now 
doing some of that in specific legislative directives — to deal with 
the deanup of the sites, and if there is more money needed, obvi- 
ously that is where it ought to go. We agree with you. It is serious. 

I do not completely agree with you that some States cannot han- 
dle the problem. The State of California is certainly competent to 
handle me problem, has expert people involved, so forth, but it is' 
a national problem. 

That is what the Superfund was for, and a number of us sitting 
here voted against the too-drastic cut that you started your com- 
ments with, and we hope that will be worked out in conference. We 
thought it did get on balance, but that had nothing to do with the 
Superfiind. 

The Superfiind, we agree we just want site cleanup, not litigation 
fees. 

Mr. Clinger. Thank you very much. 

At this point, we are prepared to ask our next witness, a very 
distinguished witness, to join us here at the witness table, and she 
is the Honorable Christine Todd Whitman, the Governor of the 
State of New Jersey, and I believe she is here, if the Governor 
could come forward. 

I would like to ask our dear friend and host, Congressman Mar- 
tini, if he would please introduce our distinguished witness. 

Mr. Martini. Thank you, Mr. Chairman. Our next witness really 
needs no introduction, and it is my great delight and pleasure to 
introduce our Governor, Christine Todd Whitman, the 50th Gov- 
ernor of the State of New Jersey. 

Governor Whitman has proven that she knows how to keep her 
promise, and her visionary leadership has helped to create a State 
government that is smaller, smarter, and less costly than it was 
just 2 years ago. 

I can, franWy, think of no better individual in this country who 
can help this committee in the mission that we have undertaken, 
and that is to re-think, re-organize, and re-structure the Federal 
Government, and I am sure that, in her testimony here this afler- 
noom we will learn from her experiences in the challenges she was 
faced with, and still is, and the obstacles and the many successes 
that she has already had, and so, once again, Mr. Chairman and 
others, it is my great pleasure to introduce our Governor, Christine 
Todd Whitman. 

Mr. Clinger. Thank you very much. 

Governor, it has been the tradition in this committee, we swear 
all witness, so as not to prejudice the rights of any witness, and 
if you would not object to that, I would ask you to raise your right 
hand. 

[Witness sworn.] 
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Mr. CUNGER. Thank you very much. Let the record show that 
the witness responded in the positive. 

Grovemor, again, welcome. We thank you very much for attend- 
ing. I know you have a very busy schedule, a number of other com- 
peting events this morning and this afternoon, so we are very 
grateful for your willingness to come and testify before us. 

STATEMENT OF CHRISTINE TODD WHITMAN, GOVERNOR, 
STATE OF NEW JERSEY 

Grovemor Whitman. Thank you, Mr. Chairman. Thank you, Con- 
gressman Martini. I appreciate that. 

To the members of the House Committee on Glovernment Reform 
and Oversight, I want to thank you for allowing me to speak on 
a subject that really is very dear to my heart, making government 
leaner and smarter and more responsive to the needs of the people. 

First, I would like to applaud you, Mr. Chairman and members 
of the committee, for holding this hearing at Montclair State Uni- 
versity. 

To find out what the American people really think, there is no 
substitute to getting out of Washington, DC, and coming to States 
like New Jersey, and I know you recognize that, or you would not 
be here today. 

Your willingness to sound out citizens and State and local offi- 
cials on re-structuring government for the 21st century sends a 
very clear signal that the 104th Congress is putting the taxpayers 
first and is serious about change. 

Mr. Chairman, we do not have all the answers in New Jersey, 
but we are doing our level best to lay a foundation for creative, re- 
sponsive, customer-focused government for the 21st century. 

We are working to change the entire culture of the bureaucracy 
by instilling in the work force the drive to deliver quality service 
at the lowest possible cost, but we first have to determine where 
State government does and does not belong. 

Where government does belong, we look to achieve ongoing sav- 
ings and efficiencies. Where government does not belong, we are ei- 
ther getting out entirely or contracting services out to private firms 
and non-profit agencies. 

We are not out to cut government just for the sake of cutting gov- 
ernment. Our goal is simply to streamline government and control 
spending, because that is the best way to improve services. 

Mr. Chairman, I am pleased with the progress that we are mak- 
ing toward reaching our goal. We have already twice cut the oper- 
ating budget of State government. 

In fact, we actually reduced overall spending under our first 
budget and kept overall spending growth in our second budget 
under the rate of inflation. 

At the same time, we invested in education and transportation, 
increased aid to municipalities, and provided for the needs of our 
most vulnerable citizens. 

There is no real mystery to how we accomplished that. 

Simply put, we found efficiencies and pruned excesses through- 
out State government. 
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First, we eliminated two departments that had outlived their 
usefulness — the Department of Higher Education and the Office of 
the Public Advocate. 

Second, our drive to find efficiencies, pro^am by program, gen- 
erated nearly a quarter-of-a-billion dollars in savings in our last 
budget. 

Third — and this is the area that I would particularly like to focus 
on tod^ — we are privatizing State services that can be delivered 
more efficiently by the private and non-profit sectors. Allow me to 
list a few examples for you. 

We privatized 11 State-run day-care centers over the past 2 
years. We anticipate that will save taxpayers $1.9 million this year. 

We privatized seven day activity centers for the developmentally 
disabled at a projected savings of $2.3 million, and I would like to 
add that the private non-profit sector was already operating 79 
centers under contract with the State. 

What we were doing was not new; we just extended it to all of 
those services. 

We anticipate that the privatization of the 23 motor vehicle of- 
fices will save the taxpayers $4.4 million. I understand the commit- 
tee heard some testimony earlier today that indicated that, in fact, 
that was not perhaps the most successful of the privatization ef- 
forts. 

At this point in time, it would be difficult and disingenuous of 
me to sit here and say that I can give you statistical evidence to 
the contrary, but anecdotal evidence that I have heard from those 
who have had to deal with motor vehicle agencies, both from people 
on the street and others who have been natural focal points for 
complaints, is that, in fact, it is working very, very well, and the 
time that people spend there, while always long in many instances, 
is no longer and, in fact, shorter in many instances, people have 
moved through the process better than they anticipated, and in 
fact, overall, what is a major, major undertaking has occurred in 
a relatively smooth fashion given the size of what we were doing. 

Privatizing the last 10 percent of the custodial services of the 
capital comiHex saved us a million dollars. 

That is just the beginning. We will continue the privatization 
process, where appropriate, because we are committed to providing 
the best value for every taxpayer dollar that we spend, and we are 
not just talking about one-time savings. 

Rather, we anticipate saving and improving services over the 
long term, and that is really what we are about. 

To be sure, privatization is not always the answer, but the com- 
petition that it engenders itself generates savings and efficiencies. 

I would like to give you one example of what some might con- 
sider a failure but I consider a success because it generated its own 
savings. 

We looked at privatizing a nursing home for veterans in 
Paramus. 

The bids themselves, when they came in, were less than what we 
had anticipated in the savings, but during that competitive con- 
tracting process, the Department of Military and Veterans Affairs 
worked with the unions to craft an alternative plan that, when 
fully implemented, is expected to save the taxpayers $600,000 a 
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year while mmntaining the high quality of care provided in that 
home. 

That is a very simificant victory in my book. 

Quality is every hit as important as economy in what we are try- 
ing to do. 

Indeed, government has the responsibility to ensure quality, con- 
tinuity, and reliability in providing services for its citizens. 

If we find out that contracting out a service imperils quality, we 
will stay in-house. 

In any case, we are finding out that, when competition is in the 
air, government can often provide quality services at lower cost, 
and by focusing on cost-cutting issues like procurement technology, 
asset sales, and personnel reforms, we expect to find significant 
cost savings for the years to come. 

We are just as vigilant in tracking down small savings, too, be- 
cause they add up. We have recently reduced the fleet of State cars 
by 748 vehicles and downsized the cabinet fleet from luxury sedans 
to mid-size models, much to some of their complaints. 

Significant as all these savings are, the only way to get a firm 
grip on government is to get a handle on labor and health costs. 

We are determined to bring salaries and benefits of State em- 
ployees more in line with the private sector, not because we take 
any pride or pleasure in doing so but because it is not government’s 
place to offer salaries and benefits that are way above the norm for 
the same worker in the private sector. 

That is why, Mr. Chairman, we are negotiating with our unions 
over a plan that will require State employees, under certain cir- 
cumstances, to make co-payments for health-care coverage, which 
will saye taxpayers millions of dollars, and we will continue to con- 
trol our health-care costs. 

We have received permission from the Federal Government to 
meuidate managed care for over 400,000 individuals in our AFDC 
program. We estimate that will save us $25 million in 1996 and 
$44 million each year beginning in 1997. 

Mr. Chairman, I have a number of examples of how we have 
streamlined government. I do not want to leave the impression, 
however, that we are turning our backs on our most vulnerable 
citizens. 

To the contrary, we are working to serve our citizens in more hu- 
mane and effective ways. 

That is why, for example, we are moving our State’s Medicaid pa- 
tients into managed care. These citizens will be receiving now qual- 
ity primary care where they should get it, in a doctor’s office, not 
in an emergency room. 

Our commitment to leaner, more humane government has also 
led us to create the CToup homes and community programs needed 
to be|pn closing developmental centers and mental hospitals. 

This will give those who are ready the opportunity to live and 
work more independently in the community. 

I could go on and on about what we are doing, but in the interest 
of leaner, smarter speeches to go along with leaner, smarter gov- 
ernment, I will stop there and be happy to answer any questions 
you mi^t have. 

[The prepared statement of Ms. Whitman follows:] 
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GOVERNOR GHRISTINK TODl) WHITMAN 
TESTIMONY 

HOUSE COMMirrEE ON G^IVKUNMKNT REFORM AND OVERSIGHT 
MONTCLAIR STATE UNIVERSITY 
SEP I EMBER 9, 1995 


Thank you. Congressman Martini. 

Mr. Chairman and members of the House Commitiec on Ooveminent Rcfomi and 
Oversight, thank you for allowing me to .sjx'uk on a subject dear to my heart: making government 
leaner, smarter, and more responsive to citizens. 

I would first like to applaud Chairman Clinger und C^ngrcssiimn Martini for holding this 
hearing at Montclair State University. To find out wliat (he American people really think, there's 
no substitute for getting out of Washington, D.C., and coining to states like New Jersey. Your 
willingness to sound out citizens and state and local officials on restructuring government tor the 
21st century sends a clear signal that the t04ih Congress is pulling the taxpayers firsi.X''ci. t^ 

Mr. Chairman, we don't have all the answers in New Jersey. But we’re doing our level 
best to lay the foundation for a creative, responsive, customer- focu.scd government for the 21 si 
century. 

WeTc working to change the entire culture of tlic bureaucracy by instilling in the 
workforce the drive to deliver quality services at the lowest possible cost. 

But we first have to determine where the state govemtnem docs and docs not belong. 
Where govcmincnt does belong, we look to achieve ongoing savings imd efficiencies. Where 
government doesn’t belong, we are either getting out entirely or contracting services out to private 
Hrms or non-profit agencies. 

We’re not out to cut government for the sake of cutting. Our goal is simply to streamline 
government and control spending because (Itat’s the best way to improve services. 

Mr. Chairman, I’m pleased with progress we’ve made in reaching our goal. We have 
already twice cut the operating budget of suite govemment. In faei. we actually reduced overall 
spending under our first budget and kept overall spending growth in our second budget under the 
rate of inflation. 

At the same time, we inve.sled in (.-ducatiun and transportation, incrutsvd aid to 
municipalities, and provided for the needs of our mo.st vulnerable citizens. 

There’s no real mystery to bow we nccompli.shcd that. Simply put, we found ctTicicncies 
and pnmed excess throughout state government. 


I 
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First, wc eliminated twi) departmeiirs that had outlived their uselulness: The Department 
of Higher Education and tlie Office of the Public Advocate. 

Second, our drive to find cflicienciesi pru^ani by program genemted nearly a quarter of n 
billion dollars in savings in our lust budget. 

Third — and this is the area I’d like to focus on today - - we are privatizing state services 
that can be delivered more cfficieutly by the private and non-profit sectors. 

Allov/ me to list a few examples. 


We privatized 1 1 state-run day care centers over the past two years. Wc anticipate that will 
save taxpayers Si .9 million Ihis year. 


We privatized 17 day activity centers for the developmentally disabled ut a projected 
savings of $2.3 million. I .should odd that the private non-profit sector was already operating 79 of 
these centers under contract with (lie state. 


We anticipate that^rivatizin^3 motor ^iicle oAices will save the taxpayers $4.4 million. 


And privatizing the last 10 percent of custodial services in Ihc Capitol Complex saved 
$1 million. 


This is just the beginning. We will continue ibe privatization process because we me 
committed to providing the best value for every taxpayer dollar we spend. And we’re not iu.«.i 
talking about one-time savings. Kather, wc anticipate savings and impn^ving services over the 
long term. 


To be sure, privatization isn't always the answer. But the competition it engenders 
invariably generates savings and efficiencies. 


Let me give the Committee one exuinple. We looked at jrrivatizing the a nursing home for 
veterans in Pammus. Wliile the bids themselves did not produce major sayings, the compeiiiion 
did. 

' islfnadiiflto competitive cuntroclint^lhe Depm lmcnl of Military and Veterans Affairs 
worked with the unions to craft an alternative plan that, when fully implemented, is expected to 
save the taxpayers $600,000 a year while maintaining ihc high quality of care. Ihat’s a significant 
victory in my book. 


Quality is every bit as important u.s economy. Indeed, government has the responsibility to 
ensure quality, continuity, and rcriability in providing services to its citizens. If we find out that 
contracting a service out imperils quality, we will stay in house. 


Ill any case, we ore finding out that when competition is in the air, government oOen can 
provide quality service at lower costs. And by focusing on cross-cutting issues like procureiueiU, 
technology, as.scl sales, and personnel reforms, v/c cx;xrct to find significant cost savings for years 
to come. 
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We’re just as vigilant in tracking down the s-mall savings, (4>i\ became they odd up. We 
recently reduced the fleet of siutu car^ by 74X vehicles and downsized the Cabinet fleet from 
luxury .sedans to midsize models. 

Significant as ull these .savings are. the only way to gel u Hnn grip on govenunent is to get 
a handle on labor and heullh cure costs. Wc are determined to bring salaries and benefits of slate 
employees more in line with the private sector — not because wc take any pride or pleasure in 
doing so, but because it is not government’s place to offer sahme.s and benefits that are woy above 
the norm for the same work in the private sccior. 

Thui is why, Mr. Chairman, wc arc ucgolialing with our unions over a plan that will require 
state cmploycc.s to moke copayments for health care coverage, which will save millions of dollars. 

And we will continue lo control our hcalUi care aists. Wc liavc received jKimis.sioii from 
the federal government lo mandate managed care for over 400,000 individuals in our AFDC 
program. Wc estimate that will save us $25 million in imd $44 million each year beginning 
in 1997. 

Mr. Chairman, I have given a number of examples of how we have streamlined 
government. 1 don’t want to leave the impression, however, lhai wc arc turning uur backs on our 
most vulnerable citizens. 

To the contrary, wc arcTw ovnq po serve our citizens in more humane and efleclive ways. 
Tliut is why, for example, wc arc moving our state’s Medicaid patients into managed care. These 
citizens will receive quality primary care where lltcy should get it •• in the doctor'.s office. 

Our commitment to leaner, more humane government has also led us to create the group 
homes and community programs needed to begin closing deveiopmenial centers and mental 
hospitals. This will give those who arc ready the opportunity to live and wtirk more independently 
in the community. 

1 could go on and on about what we’ie doing, Mr. Chairman, but I believe in leaner, 
smarter speeches, so 1 will close now and take your questions. 
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Mr. Clinger. Thank you very much. 

I would first turn to our host and colleeigue, Mr. Martini. 

As stated at the outset, I believe the Governor has about 15 min- 
utes left to respond to questions. So, gentlemen, please keep your 
questions brief. 

Mr. Martini. Thank you again. Chairman Clinger. 

Thank you. Governor, for being here today. We understood your 
busy schedule, but I think it was very helpful and important for 
us that you are here, and I guess I view this Congress and this 
committee as embarking on a mission on which you are already 2 
years down the road and have accomplished great success already 
and still face considerable obstacles and challenges, and I think 
that is the question I would like to ask you. 

You have already undertaken to eliminate several departments 
and some State programs, and perhaps you can help us by telling 
us what lessons we can learn, in a very general sense, from your 
experience in being 2 years further ahead in this process than we 
are at this time? 

Governor Whitman. Well, Congressman, I think the most impor- 
tant thing is the preparatory work that we did in-house to reach 
the decision of where we wanted to, let us, eliminate a department. 

Where we have downsized is not because we just wanted to 
downsize. 

I have constantly avoided that usual out of saying, well, we are 
just going to cut by 15 percent or cut by 20 percent, because very 
often that leaves you in a position where you have cut the heart 
out of one program, but you still have people there, but they are 
not able to deliver services, and then others that are just huge, you 
have not made the kind of impact you need to make. 

So, we have tried to make each of those decisions based on pro- 
grammatic need, and because of that, we have been able to stay the 
course, and I think that is the other very important part. 

What we have been trying to do here, what you are trying to do 
in Congress, is monumental. 

There are a lot of vested interest groups that have made a living 
off confrontation, have made a living off the way the system is now, 
who will object vehemently, not always in the best interest of the 
constituency or the country as a whole, and you need to be able to 
stay the course on this. 

The other side of that, though, is to recognize that many of them 
do have very good points, they have been around the process a long 
time, they have something to offer, and to the extent that you can 
bring them into the process at the front-end, you will be better off 
in the long-term. 

Mr. Martini. Thank you very much. 

Mr. Clinger. Governor, obviously, one of the things that is in- 
volved in what you are trying to do and what we are tr 3 nng to do 
is the massive amount of change, and that always concerns people, 
frightens people. 

I think change is something that gets people very concerned, and 
obviously, part of this is the human equation, ^^at happens to 
people who will be displaced, perhaps, or have been displaced as 
a result of ch£inges going on in the government? 
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How have you handled that? Have you made an effort to i,ry to 
ensure that they are not going to be just thrown out in the cold? 

Governor Whitman. We have done a number of things. 

Where we have privatized, we have tried to write the right of 
first refusal into the contract for current employees. 

That was one of the problems we hit when we ran into the pri- 
vatization of the Division of Motor Vehicles, because at that point, 
the union did not want us to write that into the contract, we were 
not able to guarantee those employees the right of first refusal, but 
we try to do that whenever we can. 

The other thing we do is enhance our — we have been in a period 
of enhancing our re-training programs, working with the Depart- 
ment of Labor and the Department of Personnel with those who 
are going to be subject to change, and we have also used — we have 
a system, as I am sure is true in most places, given the union 
setup, of bumping rights, which means that someone can move 
down the process and they move somebody else down below them 
and sometimes move them out. 

It is frustrating at times, because people end up in positions for 
which they have not been trained or that they have not done in a 
long time, and you have lost some people that you did not intend 
to lose. 

What we have tried to is look throughout government always and 
find similar positions for people who are being bumped and try to 
move them within government, so that we do not have to put them 
out. 

For those for whom there are not going to be other positions, we 
have tried to work very closely with the private sector to find them 
jobs and with the Department of Labor for re-training. 

Mr. CuNGER. Now I recognize for a question the gentleman from 
New Mexico, Mr. Schiff. 

Mr. Schiff. Governor, just because time is short, I just want to 
say I appreciate your being here and appreciate your contribution 
to this hearing today. Thank you. 

Governor Whitman. Thank you. Congressman. 

Mr. Clinger. Thank you. 

The gentleman from California, Mr. Horn. 

Mr. Horn. Thank you very much for coming. Governor. I remem- 
ber your testimony before our committee in Washington. You were 
a most impressive witness and still are. 

Governor Whitman. Thank you. 

Mr. Horn. So, good luck, despite all the pressures. 

Local officials, not only in New Jersey but, I think, in every 
State, worry about how much the States will take off the top of 
Federal block grants before that money gets down to the county/ 
city level and carries out particular block-grant programs. 

What is your feeling as to the percent that the State ought to 
have for administration and to what extent the State would he of- 
fering any duplicate programs, rather than let the counties and the 
cities offer those programs? 

Governor Whitman. Congressman, I would be very reluctant to 
try to put an overall percentage on what the State should take off 
any kind of money that comes through, because it really depends 
on the program. 
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There are some areas where the State should be more involved 
and others where they should be less and require very little money. 

We, in fact, are trying a whole new approach as we look at our 
urban centers, because we feel very strongly that what has been 
the traditional method of trying to solve uroan problems has not 
been successful, part of that being that State government has writ- 
ten very proscriptive program guidelines for people to come and 
apply for dollars, and we have found that people, in many in- 
stances, have gotten very good at writing grant proposals, even 
though the grants are not what they need, do not service the popu- 
lation they need to service, but they write them anyway, because 
then at least they will get some money that they can use for ad- 
ministrative costs somewhere else, perhaps. 

What we have done is taken and really pooled all those dollars, 
and we have said to the communities — what we are really looking 
for is involvement by citizens. 

We have told the churches and the citizens groups, neighborhood 
groups — they come up with a strategy of what they feel they need 
in their community, get their city or local government to buy into 
that, and then come to the State government, and I have formed 
a committee of the whole of my cabinet — they pool their dollars and 
make dollars available now in ways that they have not been before, 
with less strings attached and less management from the State 
level. 

That, of course, is what we would be looking for from the Federal 
Government, as we move through this process, and that is why I 
say I would not want to put a fixed percentage on anything, be- 
cause where we can get out of the process as a State, we will. 

Mr. CUNGER. I now recognize the gentleman from Virginia, Mr. 
Davis, for one question. 

Mr. Davis. Governor, thank you very much for being here. 

I wanted to ask a question on using advance technology, informa- 
tion systems, and that kind of thing. How much of a hmp has that 
been to you? Where have you made strides? Did you find the State, 
when you came in, was not up to the current levels of technology? 

Governor Whitman. Yes, unfortunately. We found that the State, 
in fact, had moved backward given what was happening in the Na- 
tion, that we were not in a good position to utilize modem tech- 
nology. We are just now coming up on the internet, we are just now 
getting up on E-mail. 

We are just now really starting to take advantage of the savings 
that are out there for us by using modern technology, but that cer- 
tainly is going to feature very prominently in some of the new over- 
hauls that we are talking about doing with some programs. 

For instance, the electronic birth certificate for infants, which 
will allow us to know insttintaneously when a child goes in for a 
follow-up check-up what shots they have had, what their history of 
immunization is, what their medical history has been — ^those kinds 
of things — ^welfare reform and other areas — we believe modern 
technolo^ is going to allow us a great deal of flexibility and result 
in a lot OT savings. 

Mr. Davis. Have you looked at wire transfers and payments and 
those kind of things? We are just getting into that. 
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(jovemor Whitman. We are doing some of that, but we are not 
doing nearly as much as we will be doing in the future, because 
we just have not been taking advantage of everything that was 
available out there. 

Mr. Davis. Thank you. 

Mr. CUNGER. Finally, I would recognize the other gentleman 
from New Jersey, Mr. Zimmer, for a question. 

Mr. Zimmer, tliank you. 

Thank you. Governor, for helping to make New Jersey a model 
and an inspiration for us at the Federal level. 

You began by saying that the initial decision that you have to 
make in government is between programs that the government 
should be doing, where government belongs, and where it does not 
belong, and you mentioned a couple of criteria — obviously, cost and 
quality of service in determining where government belongs and 
where it does not belong. 

In the question of privatization, what other criteria do you look 
at? Right now, there are a whole range of functions in the Federal 
Government that we are considering privatizing and some that 
maybe we are not considering that we should. How do we make the 
cut? 

Governor WHITMAN. Well, what we have done. Congressman, is 
to look and see is there — ^there are some basic functions, obviously, 
that government can and must provide and a level of service that 
they must assure is there for those who are most needy, and that, 
obviously, is the overriding concern that we have when we look at 
anything, but as we make our determination, we take and look and 
see are there outside providers, are there for-profit or non-profit 
that are providing the same service? 

We like to write — as we write the request for proposals, we write 
in standards of maintenance, that they have to maintain certain 
standards. In some instances, the State maintains oversight. In 
other instances, the State will really just do occasional reviews. 

We insist on the same level of service that is currently being pro- 
vided, or a better level, to ensure that the people are being treated 
as they should be treated, but the bottom-line determination is 
made, and you really only know this as you go through the process 
and put out the request for proposals, see what kind of interest 
there is out there, what kind of services can be provided from the 
private sector. 

We make the determination based on are we saving the tax- 
payers’ dollars and can we guarantee that the level of service will 
continue to be at a standard that we deem to be the acceptable 
standard that we want to see. 

We are looking, really, at everything. There is nothing that has 
been completely written out. 

There are some areas where we can look at what has happened 
in other parts of the countiy and see that it works better here or 
less well in this area than in another area, but really, everything 
is on the table for review, and we make the determination, as we 
come down, as we did with Paramus, of what are the savings going 
to be, are they real savings, and can we guarantee the level of serv- 
ice that we require as a State and that the people of this State de- 
serve? 
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Mr. Zimmer. Thank you. 

Mr. Clinger. Governor, we do not want to impinge anymore on 
your time, and you have been very gracious in coming and testify- 
ing on a Saturday morning, and I know you have a Aild going to 
college this weekend and so forth, but I want to assure you mat 
this committee has been chafed with, I think, a very profound and 
very important function, which is to undertake some of the things 
that you are doing at the State level at the Federal level. 

We hope that we can continue to work with you as we work 
through this process over the next years, particularly on the issue 
of devolution: What can we devolve back to the States and to the 
local level, what must be maintained at the Federal level? 

That is a very complex and very difficult question, and we really 
need your input and your advice as we go down the road. So, I hope 
we can count on that. 

Governor Whitman. Thank you, Mr. Chairman. 

I would be honored, and the only thing that I would say as you 
look at your task is, again, that the recognition — I believe that the 
Federal Government, as a State government, has the responsibility 
to ensure some basic standards of quality of service, and I do not 
think that there are any of us as Governors, much as we argue for 
maximum flexibility as we go through this process and, where 
there are block grants, for maximum flexibility, I do not think 
there are any of us that do not expect that the Federal Government 
will hold us to standards that are appropriate and are as broad as 
possible but still will guarantee the people of this country that they 
are getting the kind of government tnat they deserve. 

Mr. CUNGER. That is the fundamental question: How do we 
maintain the standards smd yet provide the flexibility? 

Governor Whitman. I think we can do it, but we can do it only 
if we work together. 

Mr. Clinger. Governor, thank you again very, very much for 
being with us. 

Governor Whitman. Thank you all. 

Mr. Clinger. I would now like to introduce our final panel of 
this hearing and ask them to come forward, if they would, please. 

I now would like to move to the introduction of our next panel, 
and they are: 

Mr. Michael Berkin, the senior vice president for performance 
and service quality at Dun & Bradstreet Information Services. 

Welcome, Mr. Berkin. We appreciate your participation. 

Mr. ^ank Sweeney, vice president and controller of the avionics 
division of ITT Defense and Electronics, Inc., part of the ITT Corp. 

Dr. Irvin Reid, our host, president of Montclair State University. 

Again, thank you, Dr. Ileid, for the great generosity that you 
have shown in having us here today. 

Mr. Len Lauer, the vice president of large business services for 
Bell Atlantic-New Jersey. 

Finally, Mr. John Anderson, director of procurement for the Pub- 
lic Service Electric & Gas Co. 

Again, I would emphasize that these hearings are not just fo- 
cused on local or State government activity in the area of 
downsizing and reforming and re-inventing themselves, but we 
really feel that we can get many, many helpful suggestions and 
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thoughts from the private sector, and we should be able to replicate 
some of the things that you have been able to do in what we are 
trying to do in government. 

As you heard me say, gentlemen, it has been the tradition of this 
committee that we swear all witnesses so as not to prejudice any 

witness. So, if you would not mind rising 

[Witnesses sworn.] 

Mr. CuNGER. Let the record show that the witnesses all an- 
swered in the affirmative. 

Shall we start with you, Mr. Berkin? 

STATEMENTS OF MICHAEL BESKIN, SENIOR VICE PRESIDENT, 
PERFORMANCE AND SERVICE QUALITY, DUN & BRAD- 
STREET; FRANK SWEENEY, VICE PRESIDENT AND CONTROL- 
LER, nr AVIONICS; mVIN D. REID, PRESIDENT, MONTCLAIR 
STATE UNIVERSITY; LEN LAUER, VICE PRESIDENT, SALES, 
BELL ATLANTIC-NEW JERSEY; AND JOHN E. ANDERSON, DI- 
RECTOR OF PROCUREMENT, PUBLIC SERVICE ELECTRIC & 
GAS CO. 

Mr. Berkin. Mr. Chairman and members of the committee, good 
afternoon. 

Again, my name is Michael Berkin, and I am the senior vice 

f iresident of performance and service quality at Dun & Bradstreet 
nformation Services, located nearby in Murray Hill, NJ. 

I would like to thank you for the opportunity to share with you 
our experience in the area of re-structuriim. We applaud the com- 
mittee and the work being done by its staff in this important area. 

It is our hope that you will find our approach useful as you re- 
evaluate the scope and function of the Federal Government. 

Like so many other service businesses, Dim & Bradstreet Infor- 
mation Services entered this decade feeling the impact of rapid ad- 
vances in technology, the improvement in the price/performance of 
that new technology, and the resulting competitive pressure to re- 
duce costs while improving service quality. 

Added to those forces was the ever-present need to increase value 
to shareholders. 

Reduced to the simplest terms, we had to find new ways to do 
everything faster, better, and less expensively. 

Fortunately, at that time, we had just completed a self-assess- 
ment of our entire orgemization using the criteria for the Malcolm 
Baldrige National Quality Award. 

We felt that the feedback from this self-assessment would pro- 
vide the fuel for front-line teams of D&B employees to improve the 
w^ we conducted business throughout our organization. 

I am sure most of you know that the Malcmm Baldrige National 
Quality Award criteria, developed under the leadership of the NIST 
organization within the Department of Commerce, provides a com- 
prehensive framework through which business leaders drive a sys- 
tem of well-integrated processes designed to increase customer 
value and company performance. 

As a three-term member of the Board of Examiners for the Mal- 
colm Baldrige National Quality Award, I have developed a deep ap- 
preciation for the effectiveness of this framework for driving per- 
formance improvement. 
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Because each area of the award criteria has been assimed a spe- 
cific point value, the framework provides insight into the relative 
importance of each area in contributing to high performance. 

In a constrained resource situation, this information is useful for 
prioritizing the deployment of resources in a manner that yields 
maximum value. 

Now, by contrasting these relative point values with our perform- 
ance level as indicated by the self-assessment, we were able to cre- 
ate a matrix for making resource decisions to right-size our busi- 
ness. 

We felt that areas where we were performing exceedingly well 
but which were relatively less important in driving customer value 
provided opportunities for resource reductions. 

Conversely, areas where we were performing less well but which 
were critical in importance to our customers^ perception of value 
were opportunities for investing in additional resources, and so on, 
as defined by this matrix. 

We then used a series of problem-solving techniques to focus 
teams of D&B employees on more effective and efficient processes 
in very targeted areas. 

In all cases, employees were mven the right kind and amount of 
training, no more and no less than what was required, to harvest 
the specific opportunity they were addressing. 

As a result of the efforts of more than 2,000 teams convened in 
our business over the past 5 years, we have reduced the number 
of physical locations from which we do business by 47 percent and 
reduced the number of employees by 26 percent. 

During that same period, while our revenue has increased by 
only 5 percent, our operating income has improved by 38 percent. 

We have learned from this experience that the Baldrige award 
criteria provide a useful way to target improvement efforts. 

We have learned that those em^oyees involved in a given proc- 
ess are best suited to improve it and that yery targeted training, 
applied in a timely fashion, is most effective in increasing the ca- 
pacity euid readiness of employees to successfully manage change. 

Our recommendation is that this committee ask Curt Reiman 
and his staff at NIST, who have already adapted the Malcolm 
Baldrige National Quality Award for us by the education and 
health-care industries, to similarly adapt the criteria for use by 
government at all levels. 

Once created, we recommend that the Federal Government use 
those criteria to conduct a self-assessment and pursue the opportu- 
nities identified by that assessment through improvement teams. 

Mr. Chairman and members of the committee, thank you again 
for this opportunity. 

Mr. SCHIFF [presiding]. Thank you very much, Mr. Berkin. 

Mr. Sweeney, before recognizing you, let me say that, if the wit- 
nesses and the audience have never seen a hearing before Congress 
before, I know that the comings and goings of Members during the 
day is a little bit disconcerting, but Members have to call Washing- 
ton and see what is going on or call back to their respective dis- 
tricts and just stay in tou^ with a number of things. 

Actually, the most important person at any congressional hearing 
is the gentleman in the white coat who does not say a word here. 
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and he is taking down completely every word that is said here, and 
the entire record is made available, in due course, to the entire 
Congress. 

So, I just wanted to make sure you understand how we work 
here. 

With that, Mr. Sweeney, you are recognized. 

Mr. SwEENKY. Thank you. 

Good morning. It is my pleasure to be here today. I certainly en- 
dorse the mission of this committee, and I feel there are dennite 
parallels in downsizing and cost reduction that is taking place in 
industry and government. 

The company I represent is ITT Avionics, which is located a few 
miles from here. It was established in the 1940’s as ITT Federal 
Laboratories and has been a major employer in the area since that 
period. 

At its height, this entity employed close to 4,000 employees on 
an 88-acre campus and filled 4 buildings. Congressman Martini has 
visited us several times. 

We recognized the decline in business coming near the end of the 
1980’s, and then the cold war ended even more abruptly than was 
expected. There was every indication that the defense budget would 
continue to be reduced and procurements would become more and 
more competitive. 

Determined to stay a viable entity, ITT Avionics did several 
things. 

One of the first issues we addressed was the volume of future 
business and what facilities would be required to support that level 
of activity. Based on our projections, we developed a facilities con- 
solidation plan, which was initiated in 1991 and completed in 1992. 

This project reduced the number of buildings occupied from three 
to one and generated an annual savings of approximately $3 mil- 
lion. One of the excess buildings was sold, the second is near con- 
tract, and excess acreage around the remaining building is near 
contract for sale, also. 

The building consolidation project also resulted in the identifica- 
tion of a significant amount of surplus machineiy and equipment. 

With the help of a professional auction company, we converted 
those assets into cash, which helped to finance the building consoli- 
dation project and reduce depreciation expense. 

Looking further, our highest expense, second only to labor, was 
the cost of computing. With two other divisions of ITT, Defense and 
Electronics, we established the Consolidated Business Data Proc- 
essing Center in Fort Wayne, IN. 

We further reduced data-processing costs by migrating from an 
IBM mainframe environment to an AS-440-based platform. 

We then standardized the financial and operating software sys- 
tems used by the three divisions, which enabled applications pro- 
gramming support to be centralized and significantly reduced. 

This data-processing consolidation project is nearly complete and 
will save ITT Avionics more than $2 billion per year. 

Based on the data-processing consolidation, we have initiated an 
administrative-services consolidation, as well. Consolidation of pay- 
roll has been completed, travel expense accounting is near comple- 
tion as are accounts payable, and various HR functions. 
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Avionics has also initiated a management re-structuring program 
to streamline and flatten management functions to four levels and 
has reduced head-count commensurate with our reduced level of 
business. 

From the president of the division to the base-line worker, the 
span of control has increased limiting the levels of the company to 
four. 

The division’s compensation program has also changed. Annual 
merit increases were eliminated for a large percentage of employ- 
ees, and incentive bonuses were provided in its place. 

TTiose incentive payments were tied to various targeted financial 
performance levels, and as the company attains those levels, sav- 
ings are shared with the employees. 

ITT Avionics also adopted the InteCTated Product Development 
team approach in the management of its programs. IPD has fo- 
cused on reducing cycle time from product desim to production. 
The functional or stove-pipe organizational model has given away 
to cross-functional teams. 

Functions such as engineering and operations now serve as re- 
source pools and coaches. 

As an outgrowth of the IPD initiative, ITT Avionics had made a 
significant investment in information technology, local area net- 
works, Pentium PCs, and upgraded engineering workstations. 

This upgraded capability has provided a tenfold improvement in 
data-processing efficiency. 

Employees are also receiving additional training to maximize and 
increase productivity. 

Numerous other steps were taken to reduce cost and improve 
performance. Some manufacturing activities, such as building 
printed circuit-boards have been out-sourced. We simply found 
other companies who could do it better and cheaper. 

Maintenance activities, such as janitorial services and security, 
have been out-sourced, as well. 

ITT Avionics has recently introduced the use of procurement 
credit cards. Studies have found the average cost to a commercial 
concern for issuing a purchase requisition followed by a purchase 
order and processing an invoice to exceed $100. 

Procurement credit cards are now widely used by many compa- 
nies for small-dollar purchases, and that processing cost has been 
eliminated. 

Whether you call it down-sizing, right-sizing, or re-structuring, 
the process is painful and precarious, but the alternatives are even 
more onerous. 

My views on what the government could do as we approach the 
21st century; 

We must live within a balanced budget. Out-sourcing inust con- 
tinue to be focused on and be done where it makes financial sense. 

Fifedoms within the government must be eliminated. 

Increased productivity through training and hiring the best peo- 
ple is required. 'There are thousands of high-caliber middle-man- 
agement people that have become down-sizing victims. 

The government should pay for performance. Avionics modified 
its merit increase program, as I had previously stated, and the gov- 
ernment should focus on similar programs. 
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Also, the government should continue to emphasize family val- 
ues. A corporation can no longer be a surrogate parent to its em- 
ployees, and the government cannot be a surrogate parent to its 
citizens. 

Thank you. 

[The prepared statement of Mr. Sweeney follows:] 
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The Honorable Willlarri F. Clinger, Jr. 

Congrecs of the United Stcttes 

House of Repraeentatlves 

Committee on Government Reform and Overalght 

2157 Rayburn House Office Building 

Washington. D.C. 20515-6143 

Dear Congressman Clinger 

Downsizing, rightsizing and restructuring are words which are often used to 
describe the process which most businesses today have embraced as the best 
path to survival and success. ITT Avionics, a Division of ITT Defense and 
Electronics. Inc., has walked this path for the last five years and will continue to 
walk this path for the foreseeable future. 

At the close of the 1980's. ITT Aviortics Management identtfisd a declining 
business base primarily brought on by the dose of the cold war. Since our 
primary customer was the Department of Defense, we felt that our existing 
organization stnicture and business prooaeses vwxild require significant change 
to support the introductian of commercial products and allow us to be 
comp^ve in a declining defense market. ITT Avionics was determined to 
survive and change we did. 

One of the first Issues we addressed was the volume of future business and 
what facilities would be required to support that level of activity. Based on our 
projections, we developed a facilities consolidation plan which was initiated in 
1061. and completed in 1992. This project reduced the number of buildings 
occupied by ITT Avionics from three to one. and generated an annual savings of 
approximately 93.0 million. One of the excess buildings was sold, the second Is 
near contract, and excess acreage around the remaining building Is near 
contract for sale also. 

The building consolidation project also resulted in the Identification of a 
significant amount of surplus machinery and test equiprnem. With the help of a 
professional auction company, we converted those assets into cash which 
helped to finance the building consolidation project and reduced depreciation 
expense. 
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Avionics was also determined to Improve Its business processes through TQM, 
reengineering and consolidation. Working with two other Divisions of ITT 
Defense and Electronics, Inc., we established a consolidated business data 
processing center in Fort Wayne, Indiana. We further reduced data processing 
costs by migrating from an IBM mainframe environment to AS-400 based 
processing. We then standardized the financial and operations (MRP II) 
software systems used by the three Divisions which enabled applications 
programming support to be cerrtrallzed and significantly reduced. This data 
processing consdidation prcject la nearly complete and will save ITT Avionics 
more than S2.0 million per year. Building on the data processing consolidation, 
we have initiated an accounting consolidation, also based In Fort Wayne, 
Indlarra. Consolidation of payroll has been completed, travel expanse 
accounting is nearly complete, and accounts payable Is scheduled for 
completion later this year. 

With the knowledge that ‘computing' was the highest non-salary related indirect 
expense, ITT Avionics next focused on its engineering or technical computing. 
This DEC/VAX network, with Its Integrated workatationB, was and Is the primary 
engineering tool of the Company. ITT Avionics and Its sister Division, 
Aerospaoe/Communications, consolidated the technical computing operation 
into a shared service. Savings in excess of $1 million per year were achieved 
through reduced maintenance, hardware and software seats. 

Avionics has also Initiated a management restructuring program to streamline 
and flatten management functions to four levels and has reduced headcount 
commensurate with our reduced level of business. The Division's compensation 
program was also changed. Annual merit increases were eliminated for a large 
percentage of employees and Incentive bonuses were provided in its place. 
Those incentive payments were tied to various targeted financial performance 
levels. 

ITT Avionics also adopted the Integrated Product Development (IPD) team 
approach In the management of its programs. IPD is focused on reducing cycle 
time from product design to production. The functional or stove pipe 
organizational model has given way to cross functional teams. Functions, such 
as Engineering and Operations, now serve as resource pools and coaches. 
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As an outgrowth of the IPO Initiative, ITT Avionics has made a significant 
Investment in Information technology (local area networks, Pentium P.C.'s, and 
upgraded engineering worfcetatians). This upgraded capability has provided a 
ten-fold Improvement in data processing efficiency. Employees are also 
receiving additional training to maximize the Increased productivi^. The State of 
New Jersey has agreed to provide a grant to support a part of this training 
activity. 

Numerous other steps were taken to reduce coat and Improve performance. 
Some manufacturing activities, such as building printed circuH boards, have 
been outsourced, as has some service activities, such aa janitorial services and 
security. 

ITT Avionics has recently Introduced the use of procurement credit cards. 
Studies have found that the average cost to a eonun^al concern for issuing a 
purchase requisition, followed by a purchase order and processing an invoice to 
exceed $100. Procurement credit cards are now widely used by many 
companies for small dollar purchases and that processing coot is eliminated. 

In 1994, ITT Avionics receivad two large commercial contraels to supply its ALQ- 
165 Airborne Seif-Proteetion Jammer (ASPJ) to the Air Forces of Finland and 
Switzerland. This has required the Company to adopt many commercial 
practices and standards in replacement of MIL-Spec and Department of Defense 
requirements. Change has been constant. We expect our penetration into 
foreign commercial markets to oontlnus. 

Whether you call It downsizing, rightsizing cr restructuring, the process is painful 
and precarious. But the alternatives are ever more onerous. 

In today's economic conditions. It is imperative that management maintain an 
acute sensitivity to its environment Management must monitor economic trends. 
compeUtars' activities and, most of all, our customers' needs and perceptions. 
Government, too, must be as sensitive as the corporate world because 
Government's actions or inactions affect every aspect of life. 

The Government of the 21st Century must live within a balanced budget. 
Privatization of services should take place where it makes financial sense. ‘Out 
of the box’ thinking must take place in order to reduce cost yet meet the needs 
of society. 



Th 0 Honorable William F. Clinger, Jr. 

CommIttBe on Government Reform and Oversight 


1 have every confidence that we will get there. 


September 6, 1996 
Page 4. 


Very truly yours, 



HJD;as 


Henry J. Driesse 
President 
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Mr. ScHiFF. Thank you, Mr. Sweeney. 

Let me say, before going to Mr. Reid, that, without objection, all 
of your written statements for this panel and for any previous 
panel will be made part of the record. 

So, if, in trying to comply with the time limits, you skip over 
some things, if you have provided written testimony, the entire 
written testimony will be part of the record. 

With that, Mr. Reid, let me join my chairman in thanking you 
for hosting us here today, and you are recognized, sir. 

Mr. Reid. Thank you very much, Mr. Chairman. 

I appreciate this opportunity to welcome you to Montclair State 
University, the seconcl-largest institution of higher education, pub- 
lic or private, in the State of New Jersey. 

We have nearly 10,000 undergraduate students and approxi- 
mately 4,000 graduate students. 

On behalf of our Board of Trustees, the employees and students, 

I thank you. Chairman Clinger and Mr. Schiff, for honoring our 
university with your presence today. 

Mr. Schiff. I do not mean to interrupt, but I just realized we 
made a mistake. Dr. Reid. Please forgive us for that. 

Mr. Reid. As Henry Kissinger once said, he does not stand on 
protocol; “His Excellency” will be fine. 

I also want to thank Congressman Martini. 

Mr. Schiff. I am sorry. I mean no rudeness here, Your Excel- 
lency, but would you pull the microphone a little bit closer, Dr. 
Reid, please? 

Mr. Reid. I also want to thank Congressman Bill Martini for his 
role in bringing this hearing to Montclair State and to the people 
of this region. 

I applaud the Congressman’s effort to develop an open dialog on 
this and other vital issues that concern all of us here in New Jer- 
sey. 

Also, I thank you for the opportunity to speak with you briefly 
about the success of re-structuring at Montclair State University 
and throughout the higher education sector in New Jersey. 

Since the 1980’s, higher education in New Jersey has been un- 
dergoing a gradual process of decentralization and autonomy. In 
some respects, of course, we are essentially decentralized. Our de- 
partments have a high degree of independence in making personnel 
and curriculum decisions. Our campus is self-governed to a signifi- 
cant degree through a plethora of academic and staff committees 
that include student involvement. Our University Senate is asser- 
tive and effective. 

Much of this essential autonomy derives from the cherished tra- 
dition of academic freedom, which allows our faculty the necessary 
liberty to teach and conduct research as they see fit. Someone I 
know once compared professors to small-business people, and as 
someone with experience in both academe and business, I believe 
that comparison is very apt. Academics value their freedom and re- 
sent interference — especially from university presidents, I might 
add. 

Unfortunately, our academic freedom was never matched by a 
corresponding institutional autonomy. The State college sector in 
New Jersey for too long was subject to a process of bureaucratic 
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centralization that emanated from the Department of Higher Edu- 
cation in Trenton. This began to change in the 1980’s, imder the 
administration of then-Govemor Thomas Kean, when the State en- 
acted autonomy legislation for the State colleges. 

Under the leadership of Governor Christie Whitman, we have 
moved forward once again toward meaningful autonomy. The High- 
er Education Restructuring Act of 1994 provides considerable au- 
tonomy to colleges and universities to better position themselves in 
service to the State of New Jersey. Many decisions formerly made 
by the Board of Higher Education have been decentralized to local 
governing boards. This devolution of power that the Governor 
spoke alwut earlier has gone a long way toward charging colleges 
and universities with the authority to respond effectively to Qie 
needs of respective constituencies, while ensuring affordability, ac- 
cessibility, and quality. 

Decentralization is crucial if we are to meet the many challenges 
that face us. Higher education in New Jersey is a large enterprise. 
At Montclair State University, we employ more than 1,100 employ- 
ees, 430 of whom are full-time faculty members, in addition to a 
large number of adjunct professors and student workers. The cost 
of Bving in the metropolitan New York area, in which we are lo- 
cated, is substantially higher than in south Jersey. We are affected 
more by economic, social and cultural changes than are institutions 
in the western part of the State. Our clientele is very different from 
that at urban institutions. 

In fact, since we have become a teaching university, there are 
really no other institutions in the State with which we share much 
comparability. Our university faculty are here to teach, with less 
emphasis on pure research than at some other institutions. The 
population we serve dememds more graduate and professional pro- 
grams than are offered at the eight State colleges. 

Quite simplv, we need to be able to make me decisions that af- 
fect our own future. We vmderstand our mission and identity, and 
we know the direction we need to take. We know, too, that in this 
era of cutbacks and cost controls, we must become more effective 
and efficient and we must reach out to the private sector for sup- 
port. While we believe higher education is an excellent public in- 
vestment, we understand that government resources are limited 
and constrained. Our decision to embark on an ambitious capital 
campaign reflects this reality. 

Along with greater institutional autonomy, we are making other 
changes on campus that will make the university more efficient 
and cost-effective. For example, we recently provided each of our 
faculW members with a computer and greatly expanded the num- 
ber of computers available to our students. While the investment 
has l^en considerable, we believe it will foster much more exten- 
sive interaction between faculty and students and among students 
and their fellow students. We also believe there are certain tasks 
within the learning process that computers can perform very effi- 
ciently, allowing faculty more time to interact personally with stu- 
dents. As a result, we are in the process right now of redefining 
the role of faculty members on a computerized campus. 

This is a brief overview of some of the exciting things happening 
in the higher education sector. We are trying to re-invent higher 
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education in the same fashion that many of you are trying to re- 
invent government. 

In closing, let me say that the outcome of a restructured Federal 
Government will not and should not, in every case, be smaller gov- 
ernment. Your principal goal should be smarter government. In 
some cases, this will result in smaller government, and in other 
cases, it will mean more privatized services. In other instances, I 
suspect we will see partnerships between the Federal Government 
and other institutions that assume a stewardship for the general 
welfare of the American people. And I dare say that, in some in- 
stances, we will have more government. 

In restructuring government, we should not be narrowly commit- 
ted to considerations of size. We should be guided by standards of 
relevance, efficiency, reduced intrusiveness, and individual respon- 
sibility. We should support and assist the valuable and necessary 
activities of State and local governments, private agencies, and 
community organizations. 

We should be devoted to strengthening families and encouraging 
good citizens, and if these are your goals, then you will achieve the 
best of all worlds — government of the people, by the people, and for 
the people. 

Thank you very much for this opportunity. 

Mr. ScHiFF. Thank you. Dr. Reid, and again, thank you for let- 
ting us use your facility here today. 

Mr. Lauer. 

Mr. Lauer. Thank you. Mr. Vice Chairman, Mr. Chairman, Con- 
gressman Martini, and all members of the committee. I very much 
appreciate the opportunity review Bell Atlantic’s views on the po- 
tential of technology to aid in the development of a 21st-century 
government. 

Although the motivations of business and government may be 
distinctly different, our goals are similar. We both need to manage 
information and large organizations. We both need to leverage 
technology to help manage our organizations and to deal with the 
three following fundamental changes in business and government: 

First, the growing impact of information; second, the impact of 
digitizing information; and third, the convergence of technologies, 
which will create new distribution channels or information. 

First, a key change for all of us in business and government is 
that commerce is being driven more and more by the flow of infor- 
mation and less and less by the flow of goods. 

It is estimated that, within the next 10 years, about 80 percent 
of all jobs will be involved in some way with the preparation and 
delivery of information, rather than hard products. 

Second, a critical change affecting all of us is digitization. 
Digitization, the ability to represent all media as zeros and ones, 
is proceeding relentlessly, resulting in a technology convergence of 
audio, video, and CTaphics. 

The rapid growth of the internet visibly demonstrates the liberat- 
ing power of dimtization. Just think of all the paper generated by 
government and how much time and money could be saved if the 
same information were digitized. 

'The third important change impacting business and government 
is the convergence of technologies. 
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This mixing of communications services has resulted in an explo- 
sion of new products, services, and options, loosely grouped to- 
gether under the moniker of multi-media services that blend to- 
gether video, audio, voice, and data in a wide variety of new and 
creative ways. 

The businesses that are proving to be the best competitors in this 
new environment are those that can quickly adapt to change, can 
maximize productivity, and meet the unique needs of diverse cus- 
tomers. 

So, what is the secret? If I were to name one single skill that is 
key to productivity and adaptability, it would be inrormation man- 
agement, die ability to leverage technology, to acquire and process 
information, to make quantum improvements in customer service 
and productivity. 

Clearly, a state-of-the-art network is not merely an asset in to- 
day’s competitive world; it is a necessity. Within Bell Atlantic, we 
are using technology aggressively, the same technology we sell, to 
better serve our customers. 

We are constantly upgrading our public switched network to pro- 
vide better and new services to our customers. We also use tech- 
nology within Bell Atlantic to enable our employees to have access 
to the information they need to better serve our customers. 

We aggressively use video conferencing, instead of traveling, to 
save a significant amount of travel expenses and employee produc- 
tivity time. We use corporate-wide electronic mail, digitized cor- 
porate-wide voice mail, and local area networks to access internal 
company data bases, the internet, and commercial electronic data 
bases. 

In fact, our employees can access our corporate electronic mail 
and voice mail systems and many of our local area networks from 
virtually everywhere, and as our work force becomes more diverse, 
we help our employees balance their work and home responsibil- 
ities. 

We have found that telecommuting has increased productivity 
and morale while lowering turnover and absenteeism. Today, over 
2,000 Bell Atlantic employees telecommute from their homes. 

We are continuing to improve our operations through a cor- 
porate-wide self-examination to sharpen our focus on customers 
and streamline our operations. 

A series of teams within our corporation are charged with re-en- 
gineeriim our most critical business processes, making rec- 
ommendations based on our customer’s perspectives, without re- 
gard for fiinctional or orgeuiizational boundaries, and then imple- 
menting these recommendations. 

We feel it is essential because of the constantly changing market 
and customer requirements. 

County and local governments in New Jersey have begun using 
technology to streamline their operations and to do more wiu 
shrinking resources. 

Next door, in Hudson County, NJ, which is using video-con- 
ferencing technology to arraign individuals charged with a crime, 
the county has saved over a million dollars in overtime and trans- 
portation costs and a dramatic reduction in the backlog of cases in 
the last 2 years since they have been using video arraignment. 
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During the past year-and-a-half, the city of Bridgeton, NJ, has 
been using video surveillance in its downtown business district and 
in a public-housing facility to monitor criminal activity. 

According to the town’s chief of police, crime has substantially 
dropped in the business district and in the public-housing facility. 

School districts in five New Jersey counties — Morris, Bergen, 
Union, Hudson, and Burlington counties — ^have formed county-wide 
consortiums to build distance learning networks to use interactive 
video to enable students to take course not normally available in 
their own schools. 

These examples from various levels of government demonstrate 
how technoloCT can be used to restructure operations and enhance 
and expand the deliveiy of services. 

The telecommunications reform legislation pending before the 
House and Senate conference will accelerate these trends and pro- 
vide opportunities for all sectors of government to utilize new serv- 
ices and new providers to modernize processes and save taxpayers’ 
moneys. 

I urge you to focus on understanding the flow of information 
within government and to study how this can be improved by 
digitizing information and utilizing technology to more efficiently 
and effectively deliver that information to government employees 
and to your customers, the public. 

I would like to thank the committee for the opportunity to share 
our experiences. 

'Thank you. 

[The prepared statement of Mr. Lauer follows:] 
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STATEMENT OF LEN J. LAUER 
VICE PRESIDENT - LARGE BUSINESS SERVICES 
BELL ATLANTIC 

SEPTEMBER 9. 1995 

CREATING A 21ST CENTURY GOVERNMENT 
COMMITTEE ON GOVERNMENT REFORM AND OVERSIGHT 
MONTCLAIR UNIVERSITY, MONTCLAIR, NEW JERSEY 


Good morning. My name is Len Lauer and I am vice-president of Large 
Business Services for Beil Atlantic. Thank you for the opportunity to appear 
before this committee arxi to offer Beil Atlantic's views on the potential of 
technology to aid in the development of a 21 st century government. 

Although the motivations of business and government may be distinctly 
different, our goals are similar. We both need to manage information and large 
organizations. Likewise, we both need to leverage technology to help manage 
our organizations and to deal with the following three fundamental changes in 
business and government: 

1) the growing economic importance of information; 

2) the impact of digitizing information; and 

3) the convergence of technologies which will create new 
distribution channels for information. 

FirsL a key change in business and government is that commerce is being 
driven more and more by the flow of information - and less and less by the flow 
of goods. 
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Toda/s businesses do not depend on manual labor and physical raw 
materials nearly as much as they once did. Businesses now rely on information 
and products of the mind. New Jersey's scorK>my, like the nation's, is shifting 
from manufacturing to service. K is estimated that, within the next ten years, 
about 80 percent of all jobs will be involved in some way with the preparation 
and delivery of infr)nnation rather than hard products. 

A second critical chartge affecting business and government is digitization. 
Digitization - the ability to represent all forms of media as Os and 1s - is 
proceeding relentlessly, resulting in the technology convergertce of audio, video, 
and graphics. 

I believe the impact of digitization upon information fkiw is best explained 
by Nicholas Negroponte, director of MITs media tab; *The slow human handling 
of most information in the form of books, magazines, newspapers, and 
videocassettes is about to become the instantaneous transfer of electronic data 
that moves at the speed of light* 

The Internet a computer network wHh some 20 million users and an 
annual growth rate of 30 percent, has cframatically increased the flew of 
information to businesses and customers around the world. Anyone who's been 
in a bookstore lately cannot help but see the growing number of books on using 
the Internet Internet searchers can access digitized government and 
commercial information, bulletin boards arxl radio broadcasts. ’Net* surfers can 
pull up video dips, and can ask quesfions and provide immediate feed back to 
televised programs such as ‘Dateline' and CNN's 'Talk Back Live.' 
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Eventually, books will be digitized for pure economic reasons. Today, it's 
time consuming to buy a book. You have to get in your car and drive to a mall 
and hope the book you want is still in print and in the bookstore. Also, it’s costly 
to produce a book - almost 50 percent of the cost of producing a book is in 
inventory, shipping and returns. A digital book is likely to be on the Internet, 
never go out of print, and always be available. 

Just think about all of the paper generated by government, and how much 
time and money could be saved if the same information were digitized. 

The third important change impactirig business and government is the 
convergence of technologies. The accelerating convergence of communications 
services has eliminated the need for maintaining separate channels and 
networks for different voice, video, or data services. Increasingly, as we move 
toward the 21 st century all sorts of services will travel together over all of these 
communicatiorrs media. 

The telecommunications reform legislation passed by the House and the 
Senate this summer is likely to accelerate the convergence of technologies and 
blur the traditional lines between services and providers. 

This mixing of communications services has resulted in an explosion of new 
products, services, and options - loosely grouped together under the moniker of 
'multimedia* services that blend together video, audio, and voice and data in a 
wide variety of new and creative ways. 

For example. Bell Atlantic and Intel are developing and marketing a new 
line of interactive desktop data conferencing products. The new applications 
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allow users to work simultaneously on documents and spreadsheets and other 
applications, while seeing and talking to each other, “face-to-face,* through their 
personal computers. People can see, hear and share ideas immediately 
between offices, whether the office is down the hall, across the town or across 
the country - ‘ofTices without walls.* 

Indeed, the business world moves so quickly these days because the 
information flow never stops. Thanks to modem information technology - 
computers, satellites, and intelligent networks - the availability of information is 
independent of physical boundaries artd time constraints. 

The businesses that are proving to be the best competitors in this new 
environment are those that can quickly adapt to change, can maximize 
productivity, arxl meet the unique needs of diverse customers. 

So whafs the secret? If I were to name one single skill that is critical to 
productivity and adaptability, it would be information management - the ability to 
leverage technology to acquire and process information to make quantum 
improvements in customer service and gain market share. 

Clearly, a state-of-the-art network is not merely an asset in today's 
competitive world, it is a necessity. Within Bell Atlantic, we are using tectmology 
aggressively - the same technology we sell - to better serve our customers. 

We are constantly upgrading our public switched telephone network to provide 
better service arKi new services. 

The amount of optical fiber we’ve installed to improve our network could 
stretch to the moon arrd back a little over five times. At more than 2.2 million 
fiber miles, that’s almost two and a half times the amount we had in place in 
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1991 . In nearby Clifton and Passaic, Bell Atlantic is deploying a switched digital 
architecture with a full fiber optic network. This next generation telephone 
network will help us to better serve our customers because of its increased 
capacity and technological sophistication, which will enable us to activate 
services within minutes, instead of days, and fix service problems within minutes. 
We expect quantum improvements in customer service. 

By increasing the barxtwidth of the public network, eventually all customers 
- residential, government and business - will be able to access multimedia 
services at competitive prices. Previously, these services were often available 
only through custom built, private networks for business customers. 

We have found that the best way to improve service arvt control expenses 
is to downsize central bureaucracies, provide information to, and enhance the 
accountability of the persons closest to the customers. When a customer calls 
Bell Atlantic for service, the employee answering the call uses an automated 
system to perform several preliminary tests on the customer’s line to quickly 
isolate the potential source of the service problem, saving significant time for 
both the customer and the company. Previously, these employees simply 
recorded the service request and forwarded it to a general repair department. 

We also use technology within Beil Atlantic to enable employees to access 
the information they need to do their jobs. Our installation and repair 
technicians receive ar>d record completed digitized customer work orders on 
hand held, notebook-sized laptop computers. By plugging their laptops into a 
telephone line, our technicians access a description of the customer's order, the 
customer’s location, and other relevant technical information. Wo are in the 
process of upgrading our current system to laptops with wireless modems. 
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Each morning the Bell Atlantic employees who collect the coin boxes from 
our 220,000 payphones log onto a computer system, which monitors the volume 
of calls from our payphones and the amount of coins in the coin box, to retrieve 
and to print a list of the payphones on their routes with full coin boxes. Because 
this computer system automatically monitors the level of activity at a payphone, 
it eliminates some guesswork arrd ensures that full coin boxes are collected on a 
timely basis. 

We use video conferencing instead of traveling to meetings, saving a 
significant amount of travel expenses arxl employee productivity time. We use 
corporatewide electronic mail, digitized corporatewide voicemail, and our local 
area networks to access internal company databases, the Internet, and 
commercial electronic databases. 

In fact, our employees can access our corporate electronic mail and 
voicemail systems, and many of our local area networks from virtually anywhere. 
As our workforce becomes more diverse, and to help our employees balarKe 
their work arKl home responsibilities, we have found that telecommuting has 
increased productivity arxl morale, while lowering turnover arxl absenteeism. 

The two pilot telecommuting programs Bell Atlantic corxlucted in 1991 and 
1992 resulted in a 27 percent increase in workers' productivity, arxl a signifwant 
boost to morale. Participants reported that the flexibility of their schedules 
allowed them to handle family arxl personal conflicts without missing an entire 
day's work. Today, over 2,000 Bell Atlantic employees telecommute. 

These results are supported by a recently released study by Georgetown 
School of Business at Georgetown University, which reported that the majority of 
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persons who work at home wja telecommuting oelieve they are more productive 
arKl that the flexibility has improved their home lives. This study, which was 
commissioned by Bell Atlantic, involved a number of corporations including 
Fannie Mae, American Express, Bellcore and Marriott International. 

We are continuing to improve our operations through a corporatewide self- 
examination to sharpen our focus on customers and streamline our operations. 

A series of teams are charged with examining sevaral key business processes, 
making racommerxfations based on our customers' perspectives, without regard 
for functional and organizational boundaries, and then implementing these 
recommendations. We feel it is essential because of the constantly changing 
market arxf customer requirements. 

Our customers are corfoucting the same detailed self-study. They are using 
technology to develop applications to restructure their operations to manage 
information and to better serve their customers. 

County and local governments in New Jersey have begun using technology 
to streamline operations and do more with shrinking resources. Hudson County, 
New Jersey, which is using videoconferencing technology to arraign individuals 
charged with a crime, has saved over half a million dollars annually in overtime 
costs and transportation costs in the two years since the county has been using 
video arraignment The county also reports that the backlog of cases has been 
greatly reduced sirKe the video arraignment system has been used. 

During the past year and a half, the city of Bridgeton, New Jersey, has 
been using video surveillarKe in its downtown business district and in a public 
housing facility to monitor criminal activity. According to Bridgeton’s Chief of 
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Police, crime has substantially dropped in the business district. In the public 
housing facility, calls to police have dropped from seven to eight calls per night 
to three to four calls per week. 

In the city of Camden, New Jersey, one of the poorest cities in New Jersey 
and in the nation, personal computers using Intel ProShare and ISON lines have 
been installed in eight community centers and city hall and will be used initially 
for computer-based training. Other applications for this techrwiogy include 
electronic town meetings with the City's mayor, developing an intergenerational 
learning program to bridge the gap between senior citizens and youth, arvt 
recreating a history of Camden. 

School districts in five New Jersey counties - Morris, Bergen, Union, 
Hudson and Burlington counties - have formed countywide consortiums to build 
distance learning networks to use interactive video to enable students to take 
courses not normally available in their own schools. In Bergen County, the local 
police and fire departments arxi emergency medical service squads use the 
distance learning network for training and education. 

Thanks to a public/private partnership involving Bell Atlantic, the municipal 
government, and the school district, personal computers and ISDN lines were 
installed in the homes of seventh- arxj eighth-grade students and teachers at 
Christopher Columbus School, Union City, allowing students, parents, and 
teachers to communicate with one another arid with students in other countries 
on a regular basis, even outside normal school hours. Students regularly create 
multimedia publications and reports using spreadsheet, word processing, 
graphics arxl audio programs. 
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So tar, the results have been gratifying. Union City students consistently 
out-pefformad other urban and special needs districts in New Jersey by 
approximately 10 percentage points in reading, math and writing scores on New 
Jersey's Early Warning Test, Standardized test scores arxl writing skills have 
significantly improved. Students scored average to above average in reading 
and language arts and above average in reading and language arts and above 
average to best in range in mathematics in comparison to national averages. 
There have been sharp declines in staff and student absenteeism and student 
traristars out of the district, coupled with a jump in the number of students 
transferring into the district. 

These examples from various levels of government denmnstrate how 
tachrwiogy can be used to restructure operatiorw arxt enhance arxl exparvj the 
delivery of services. 

As you look at recommendations to restructure and streamline government 
operations and services, I urge to ke^ in mind the three key changes impacting 
business and government - the growing economic importance of information, 
the impact of digitizirrg information arxJ the convergerx* of techrwiogies which 
will create new distribution channels for information. 

The telecommunicatiorts reform legislation pending before the House and 
Serrate Confereme will accelerate these trends and provide opportunities for all 
sectors of government to utilize new services arxl new providers to modernize 
processes and save taxpayers' money. 

I urge you to focus on understarxling the flow of information within 
government and to study how that can be improved by digitizing information and 
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utilizing technology to more efficiently wid effectively deliver that information to 
government employees and to your customers, the public. 

I thank the committee for the opportunity to express my views. I would be 
glad to answer any questions. 
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Mr. Cldjger [presiding]. Thank you very much, Mr. Lauer. That 
was very enlightening testimony, and I think everybody on this 
panel would agree that the government is way behind the curve in 
the sorts of things that you are on the cutting edge of. 

Mr. Anderson. 

Mr. Anderson. Good afternoon. My name is John Anderson. I 
am the director of procurement for Public Service Electric and Gas 
Co., and on behalf of the company, I thank you for this opportunity 
to share some of our thoughts and opportunities to help you in your 
thinldng about government reorganization. 

Just by way of background. Public Service Electric & Gas is New 
Jerseys largest utility and one of the largest combination electric- 
and-gas utilities in the country. We service 1.9 million electric cus- 
tomers, 1.5 million gas customers, and have revenues exceeding $5 
billion. 

Now, similar to other service industries — and I would include the 
government with that — ^the electric-and-gas energy sectors are un- 
dergoing tremendous change. Like the telecommunication and air- 
line industries before us, society, customers, regulators, technology, 
and the financial community are helping to drive fundamental 
change in the structure of our industry. 

We, as a company, welcome these changes, and we clearly under- 
stand that, to successfully meet those challenges and what lies 
ahead, we must re-think, fundamentally, the way we do business. 
Clearly, that is not unique in today’s rapidly changing business en- 
vironment, and it has spawned a whole new lan^age to address 
the solution, terms I am sure you are more familiar with than I 
might be, such as re-engineering and process management. 

What I would like to present to you today is a solution to one 
of the most fundamental, yet, strategic of business processes, and 
it is one that we call materials management, a process that is re- 
sponsible for the on-time delivery of quality materials and services 
at the lowest total life-cycle cost. One that because of its significant 
effect on service quality, cashflow, and the size of the asset base, 
ranks as one of the functions businesses and I would contend gov- 
ernment, most need to excel performing. 

Before I describe the way we have restructured our materials 
management process, I wanted to make it clear that this, like any 
other significant improvement change, does not come easily. Unfor- 
timately, there is no silver bullet. 

Our initial focus for change was driven by a rapid growth in in- 
ventory levels in the early 1990’s, coupled with increasing expendi- 
tures for materials and services, both of which underscored the 
need to develop a distinctive materials management competence in 
order to achieve our competitive cost and service quality obliga- 
tions. Based on our total quality management philosophy of doing 
business, we knew the traditional approaches to conquer and tame 
these material costs just by trying to fix a problem would not 
produce the lasting results we needed, because they would not pen- 
etrate and correct the real root causes. 

Therefore, we approached the issue from an integrated process 
perspective, from identifying material needs, selecting and dealing 
with suppliers, managing the flow of materials within the company, 
and somewhat uniquely, incorporating waste-management consid- 
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erations into the process. This horizontal view has allowed us to 
cut across man^r existing functions to form a strong management 
focus on improving the cost and delivery of materials and services 
within the corporation. In essence, we transformed the materials 
man^ement process from a necessary but low-visibility back-room 
function to an inte^al element of our competitive strategy. This al- 
lowed us to move forward on a number of key initiatives which I 
believe have direct transferability to governmental operations when 
it is approached with the same horizontal cross-functional imple- 
mentation. 

These initiatives include: 

Designing out the complexity and uniqueness up front in the 
process, through standardization, use of generic rather than origi- 
nal equipment manufacturer parts, common material codes and 
langu^es, and finally, better scoping of required services. 

Second, the incorporation of a formal and disciplined planning re- 
quirement to reduce, if not eliminate, last-minute requests. 

Third, developing a structured supplier relations and develop- 
ment process to leverage procurement through a much reduced 
supplier base and establishing strategic agreements and alliances 
with those suppliers that provide materials and services critical to 
operations. 

Fourth, developing and implementing alternative purchasing 
tools for internal clients to use for those Tow-dollar-value, high-vol- 
ume transactions, which unfortunately utilize a significant amount 
of administrative resources. 

Fifth, develop new material handling techniques to reduce the 
amount of inventory that is kept on hand just in case. 

Finally, incorporate and integrate waste-management consider- 
ations into the process to minimize and, ultimately, prevent both 
hazardous and solid-waste management stream issues. 

Now, let me provide you some of the benefits we have realized 
thus far, so you get a sense of the opportunities available. 

Inventory levels have significantly been reduced, drtyping by 30 

E ercent over the last 3 years, toward a new target of $100 million 
y 1997. 

We have reduced the number of inventory items by 10 percent 
by using a common language encoding. 

We have developed new working relationships and agreements 
with suppliers, such as Okonite, a cable supplier with manufartur- 
ing facilities here in New Jersey. By breaking the traditional 
buyer-seller philosophy, and working together on design and inven- 
tory problems, we have reduced the number of different types of 
cable we were using from 27 to 9. This translates to efficiencies for 
both parties and for our customers. 

Implementing the purchasing card that had already been men- 
tioned in previous testimony, empowering employees to purchase 
those low-dollar, high number of transactions has eliminated 
30,000 transactions in a year. 

Consolidating our solia-waste management with a single supplier 
has resulted in a recycling rate of over 85 percent. 

Incorporating hazardous waste management into the materials 
management process has greatly aided in reducing the amount of 
hazardous waste volumes generated. 
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Many, if not all, of these types of improvements can be achieved 
within government agencies. It requires some fundamental changes 
in ^e way we think about our businesses and our operations. From 
stove-pipe organizations with rigid boundaries to horizontal proc- 
esses that eliminate boundaries and turf issues. A number of gov- 
ernment bodies are already moving forward in this direction, shar- 
ing resources across traditional political boundaries. 

I mentioned earlier implementation takes significant effort and, 
I might add, some patience, as new competencies, skills, and meas- 
urement systems are developed to support the change, and I cannot 
underestimate the amount of work this takes, having just come 
back from a seminar in Boston on the same topic, and it also takes 
the commitment and leadership that this committee is showing, 
but the improvements can be significant. 

I want to thank you for allowing me to share our experiences, 
and I would be happy to answer any questions you might have. 

Mr. Clinger. Thank you very much, Mr. Anderson. You do well 
to underscore the fact that this is not easy. What we are trying to 
do is not an easy process. 

Mr. Anderson. That is for sure, Mr. Chairman. 

Mr. Clinger. Mr. Martini. 

Mr. Martini. Thank you. Chairman. 

In the interest of time — there are a number of questions I would 
like to ask each of the panelists, but unfortunately, we do not have 
that time. 

I guess, by way of an example, I would like to direct my question 
to Dr. Reid, and Doctor, first let me congratulate you and the uni- 
versity for its new escalated status as a imiversity. We are all very 
proud of Montclair State University and the achievements it has 
made in recent years, and thank you again for hosting us. 

You have testified a bit about the reduction of the bureaucracy 
here in the State in terms of the oversight of the university, par- 
ticularly the abolishment of the Department of Higher Education, 
and as you probably know, we in Congress, some in Congress, are 
certainly looking at every department, one of which is the Depart- 
ment of Education, and I am wondering if you would have any 
opinions or ideas with respect to the Congress’, if not abolishment, 
restructuring of that department or abolishment of that depart- 
ment? 

Education traditionally is a more local matter, and many of us 
are questioning what is the role of the Department of Education 
and is it meeting its goals and purposes. 

Mr. Reid. Well, thank you very much. Congressman. 

As you know, in higher education, there is a different role for the 
department than there is in terms of secondary and elementary 
education. There are some impacts, but if I may, I would like to 
describe to you the circumstances which led to the right conditions 
for eliminating the Department of Higher Education in this State. 

It had been in business for nearly 30 years. It was probably a 
victim of its own success. I think it helped to establish in the State 
of New Jersey a very successful system of higher education, to the 
point where tne institutions were ready for self-regulation. 

We get on the phone; we talk to each other. When there are con- 
flicts, we resolve them. We cooperate with each other. All of those 
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are the results, but before that, there were certain conditions which 
led to that. 

I think one of the things that you have to assess is who will do 
the functions, the good functions, of the Department of Education 
after it is abolished? To the extent that they can be transferred 
back to local jurisdictions, that would be ^eat. 

In the end, however, there are certain kinds of things in support 
of research, in support of quality and standardization, and in sup- 
port of transferring from one area to the other which that depart- 
ment does perform, and as long as the Congress, in its examination 
of what is to happen with the department or in its elimination, pro- 
vide for those, then I think that is certainly a possibility. 

I have not studied it enough to know if, in fact, all of those 
thin^ can be transferred. 

I do know that many of the services that it has provided in the 
past, particularly for research at universities, for demonstration 
projects, for international education, have been veiy useful to us. 
^at is not to s^ that they could be performed by someone else. 

Mr. Mahtini. Thank you very much. 

Mr. Clinger. The gentleman from New Mexico. 

Mr. SCHIFF. Thank you, Mr. Chairman. 

Also in the interest of time, I am going to brief. 

I want to acknowledge the benefit of the testimony of each of the 
witnesses, but I think in terms of where we are on the cutting 
edge, Mr. Lauer, I think what you are talking about in terms of 
telecommunications and information systems, when we compare 
where we are today, much less a few years ago, with where I think 
we will be in the future, I think enormous changes are occurring 
in that area, and you gave a number of examples, from teleconfer- 
encing to avoid travel costs, perhaps even to avoid hearing costs, 
to — I was a district attorney for a number of years before I was 
elected to Congress — ^to simply video arraignment, because the 
amount of time, effort, and personnel costs of moving groups of peo- 
ple under police supervision back and forth adds up when you do 
it day after day. What I want to say, I want to say to you but really 
to the whole panel here, is even though we are all committed to 
a balanced budget — we have differences in agreement, we have dif- 
ferences in timetable. 

The President has proposed 10 years, the Congress 7 years. I 
personally regard those as details. I mean everyone is committed 
to a balanced budget. We know that will mean restraint on spend- 
ing. I want to kind of flip the coin there. 

^e Federal Government will still be there. The Federal Govern- 
ment will still have a significant budget, even in reaching a bal- 
anced budget. 

If your industries or academia have ideas as to how government 
can do it, perform its services, better, cheaper, faster, more effi- 
ciently, you have a product to sell, and you have a significant mar- 
ket in the Federal Government and in all the other levels of gov- 
ernment that would be interested in bujdng that product. 

So, I think that, like in all matters, those with ideas always have 
something to offer even in what appears to be a tighter market. It 
will never be a tighter market for a better idea. 

Thank you very much, Mr. Chairman. 
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Mr. Lauer, did you want to respond? 

Mr. Lauer. I very much appreciate your views, and I will tell 
you, within New Jersey, within our business sector, our largest cus- 
tomer is the State of New Jersey, with all the counties and munici- 
palities, and we very much look forward to the public-private part- 
nership, bringing our expertise to help bring efficiencies to govern- 
ment. So, I thank you for those comments. 

Mr. CuNGER. One of the other activities that this committee is 
very much involved in — in fact, will be directly involved in next 
week — is bringing a bill to the floor of the House of Representatives 
that will dramatically reform, revise, radicalize, if you will, the way 
the government buys goods and services, because I think it is not 
that we have rejected uie new technologies, the new ideas, the new 
wa)rs of doing things; it is the fact that the system is so wrapped 
up in red tape and incredibly arcane provisions that make it— No. 
1, it discourages people like you from even bidding to do business 
with the Federal Government, because it is not worth it to you; but 
No. 2, it really puts us in a terrible position in so many areas. 

I mean the Speaker of the House, who would certainly subscribe 
to all of the comments that have been made here today, loves to 
show a vacuum tube and then a computer chip, micro-chip, in 
which he says this vacuum tube — there are 2 million or something 
of these needed to eq^l this one little chip, and yet, we are in the 
dark ages in the Federal Government because of this arcane sys- 
tem that we have, and as a result, we are going to try to change 
that. 

No. 1, it puts people, frankly, at risk. 

I mean the FAA, for example, is running the entire air traffic 
control system of this country with vacuum tubes, and they cannot 
buy them in this countiy, because they are not made in this coun- 
try any longer, and we know that, over the summer, the system 
has gone down, air traffic control svstems have gone down. 

So, TOople are really put at risk by that. 

We hope that we are going to take a modest step toward chang- 
ingthat with the bill that we will pass next week. 

The gentleman from California. 

Mr. Horn. Thank you, Mr. Chairman. 

All of you have gone through down-sizing experiences of one sort 
or the other. What is the ^eatest mistake that either you, your 
board, or your State governing body, in the case of the public uni- 
versity, made that we should avoid making? 

What do you recall as the biggest mistake you made in down- 
sizing and consolidating? 

Mr. Berkin. Well, like yourselves, before we embarked on a per- 
formance quality improvement strategy at Dun & Bradstreet, we 
surveyed the landscape. We spent 10 months looking at what other 
companies had done in the area of total quality management, and 
that was very enlightening. 

In fact, we called it our period of enlightenment, and we learned 
through that experience, I think, a myriad of potholes to avoid. 
Leadership was the most frequent failing that we observed in those 
companies we studied. The second was not getting 

Mr. Horn. When you say ‘leadership,’’ what do you mean? 'The 
lack of communication? 
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Mr. Berkin. Lack of leadership commitment to a total quality 
approach and a systematic total quality approach to improving the 
performance of the organization. 

Mr. Horn. Now, is that simply higher management or all 
through leadership in management? 

Mr. Berkin. Well, most critically, the person at the top. 

Mr. Horn. OK. 

Mr. Berkin. That person had to demonstrate in eveiy venue, fre- 
quently, and in all types of communication, support mr and com- 
mitment to total quality throughout the business processes. 

The second — I would say the second failing which we noticed and 
worked very hard to avoid was over-training employees in an orga- 
nization at the expense of early and measurable performance gains. 

Dr. Juran, one of the gurus of total quality in this country and 
abroad — I heard him at a national conference on quality say that, 
if he could give any advice to an organization about to embark on 
some total overhaul of their processes, he would encourage them to 
get some early measurable successes, because those successes, in 
fact, breed success and will create in the organization, in the front 
line of the organization, the capacity and readiness to manage 
change successfully, and so, selecting the right techniques and very 
targeted compelling areas is very critical to that. 

Mr. Horn. OK. 

Mr. Sweeney. 

Mr. Sweeney. Two of the issues that Avionics faced, which I 
would not consider failings but that we certainly could have done 
better — in any down-sizing that takes place over several years, mo- 
rale becomes a problem, and one thing that we found is that you 
cannot communicate too much to the work force as far as what is 
going on, what is the status of the company, what is the overall 
outlook, euid our President addresses the employees as a group at 
least twice a year, and as the senior staff of the company, we follow 
through on that with our own groups, and I will just reiterate that 
you cannot do it enough. 

Another thing that we found is that, as you down-size, it is never 
intentional, but you do tend to thin out the lower levels more than 
the upper levels, and part of the reason is fear of age discrimina- 
tion lawsuits and things like that. 

All large companies are very sensitive to staying in balance as 
they down-size, because the price of not doing it far outweighs the 
effort in trying to comply with it, but as a result, when it is all 
done, you do end up with a very expensive company in terms of the 
aggregate salary of who is left, and then we have to try and stay 
competitive with that. 

I think people are your biggest asset, and it is just tough to stay 
competitive when that is how you are left. 

Mr. Horn. So, your company did not offer early out benefits to 
encourage some near retirement to retire and clean out some of the 
upper ranks? 

Mr. Sweeney. We would have liked to, but ITT did that once be- 
fore, and it was a very expensive way to let people go. I have my 
own views on it, but as a company, we do offer voluntary layoffs, 
but that is not any additional incentive to someone. It just lets 
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them pick their time. There is no additional compensation as a re- 
sult. 

Mr. Horn. Dr. Reid. 

Mr. Reid. Thank you. 

I think that our failure has been primarily not using the vepr 
technology that we are teaching our students to go out and use in 
their first jobs. 

Academia frequently is very good at transmitting information but 
does not always adopt, and I think we probably came to that adop- 
tion too late. 

We are doing it now, and even as we do it now, we probably 
made the technology available much more rapidly than we made 
the training to use the technology, which shows that we can con- 
tinue to m^e mistakes after we correct some of them. It is a proc- 
ess of continuous correction. 

Then I think the third area would be probably thinking too much 
within the box, looking only at other higher education. It is a mis- 
take that organizations make outside, industries make it repeat- 
edly, and that is, if we want to learn how to do something effec- 
tively, do not just look at other examples of universities but look 
at other organizations that are doing this effectively. Those prin- 
ciples by which they achieve it will be transferable, and we are the 
ones who have the expertise to transfer it, but we have to see it 
first. 

Mr. Horn. Very good. 

Mr. Lauer. 

Mr. Lauer. Congressman Horn, two very quick pieces. 

A key piece is with the people, the adaptability, to get across — 
we have been investing very, very much in changing the view of 
an entitlement toward a job for the next 30 years as you join a cor- 
poration or the Federal (^vemment or State government to a view 
that you need to work on your skills, and as Jack Welch from GE 
says, you need to focus on employability as opposed to employment 
in one company. 

So, that adaptability of the employees is very, very important, to 
get them to embrace change and down-sizing and re-engineering, 
and with that, the companies also owe it to the employees, with the 
concept of employability, to invest in their skills and their training. 

As the mayor from Paterson spoke earlier today, we have realty 
got to look at tredning, so that as we change the jobs or the employ- 
ees or the workers in the Federal work force, we have got to put 
training in place as we give them new challenges, and those have 
been our two key shortfalls that we are trying to improve upon. 

Mr. Horn. That is very helpful. 

Mr. Anderson. 

Mr. Anderson. Let me just pick up on that. 

I think the issue is the fundamental change in the employment 
contract, if you will, that you are re-structunng — if you are taking 
a radical approach to this and you are really serious about re-engi- 
neeiing things, you are going to radically change everything, and 
particularly that contract that we have become so accustomed to, 
that almost parental checklist — tell me what to do and I will do it 
very well-^you are going to change jobs and make them complex, 
you are going to change the whole historical view of promotions, as 
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we just heard — it is not promotions, it is employability — and this 
whole change to that sector — and I will call that more the middle 
supervisory and middle-management sector — is phenomenal, and it 
cannot be overstated how much you need to put into that. 

Mr. Clinger. The gentleman’s time has expired. 

The gentleman from Virginia. 

Mr. Davis. Let me make a couple of comments and see if I can 
elicit any reaction. 

Mr. Lauer, I liked your comment about how the world is chang- 
ing and we are now in the flow of information as opposed to the 
flow of goods, and we are finding, as we move into the border-less 
economy worldwide now, that that is changing and America’s role 
with that — ^there is a tremendous shakedown already in this coun- 
try over what industries are going to be competitive over the long 
term and what are not, and we have heard some of the frustrations 
today from some of the people that seem to be on the short side 
of their industries or particular companies are on the short side of 
that. 

I was with a high-technology company, a senior V.P., before I 
was elected to Congress. Tremendous opportunities, I think, for 
government, but we need to adapt, too, and we are really, right 
now, way back from where we need to be. 

I was interested in your comments on telecommuting. We have 
started to set up government telecommuting offices out in some of 
the suburbs, but we have just scratched the surface in terms of 
what some of those possibilities are. 

The old management-employee relationships are changing. 

Mr. Anderson, you spoke of that, too. 

It is changing, and people do not seem to understand it or want 
to give up some of the old habits very, very slowly, but I wonder 
if you could comment on telecommuting and how you see some of 
this progressing with your company, what the government might 
do to take advantage of that, too, as we move into people working 
more on information flow, working more from PCs than in the old 
days when they came into an office and were shepherded by a boss 
and punched a time clock? 

Mr. Lauer. Thank you. Congressman Davis. 

Telecommuting really is on the dawn of a new environment for 
the employer to employee. Because of the diversity of our work 
force, with dual-income spouses, the need for child care, the em- 
plwee being at home very much appreciates this. 

Obviously, you do have many issues. FVom a career standpoint, 
the employee may feel that I do not have the conversations around 
the water-cooler, I am not playing politics, therefore I may not be 
promoted. 

We just finished a study that we funded with Georgetown Uni- 
versity looking at the social human aspects of telecommuting and 
the impact upon that, and I will be glad to forward a copy of it to 
the committee. 

Mr. Davis. The good-old-boy network is destroyed with tele- 
commuting. 

Mr. Lauer. Exactly. But we see it as phenomenal growth occur- 
ring. 'The technology that was not there in the past is there today. 
There is significant cost savings. 
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I would tell you that, in Bell Atlantic, we are budgeting over the 
next 4 years to save close to $80 million over 4 years due to tele- 
commuting, primarily because of lowering our real estate costs. 

Within our sales force just here in New Jersey of over 400 to 500 
sales people, we will next year consolidate to 3 locations from 11. 

We will take all of our sales individuals and have them telecom- 
mute and have them, what we call, hoteling, almost renting a desk 
when they come back in. 

That will be a standard lap-top PC with the standard conferenc- 
ing materials, but they will not own a desk anymore, we can free 
up that office space, and it is saving us tremendously from a real 
estate perspective, lowering absenteeism, lowering turnover. 

The team likes it, and the technology is there today to take ad- 
vantage of it. 

So, I will forward that material to you, and I would really en- 
courage the Federal Government to embrace telecommuting. 

Mr. Davis. I would be interested in any comments anybody else 
has on telecommuting. 

Mr. Reid. It seems that telecommunication has the potential of 
actually creating and enhancing a community, and I was just 
thinking about what happens here on this campus on the net- 
work — ^that if someone sends out an idea, everyone jumps in, and 
there is this debate. 

We just had, unbelievably, a 2-week debate on the Bell Curve 
that started out with someone’s comment about the book, and it 
went on and on. I call them E-mail wars, because the sides are 
clearly defined. 

Mr. Davis. It is harder to shout, thoi^h. 

Mr. Reid. No, it is not. You cannot imagine how much shouting 
goes pn. 

There are all kinds of ways of really enhancing a community 
with telecommunication. We did that, first, with staff, and now all 
faculty members are on that. They can do it anytime of day or 
night, which means that you are actually enhancing productivity. 

The big challenge that we are going to have in the future is how 
do you compensate people for this, because we are actually getting 
people to work longer hours. E-mail being sent at 1, 2, 3 o’clock in 
the morning, as well as their regular day’s schedules. So, I think 
that that is an enhancement, and I imagine bringing on-line 14,000 
students who will have the same capability not only on the local 
area networks on campus, but imagine that they have that access, 
through the internet, to the world. 

So, I think that telecommunication does have the potential of not 
only enhancing communication in a community but for each organi- 
zation improving productivity. 

Mr. Berkin. Our ability to close almost half of our field locations 
in the last 4 years has come largely from exploiting the technology 
that enables workers to work from the home and on the road. 

I would say that the greatest challenge we have faced in that 
area, though, is that all jobs are not as conducive to telecommuting 
as others, and individuals, as well, have different personality 
makeups, some of them requiring more human interaction, face-to- 
face interaction. 
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So, the challenge, I think, has really been for management and 
teams of worker to identify those differences and then structure the 
daily work life between telecommuting and getting together face to 
face so that the output from the work team is of the highest quality 
that it can be. 

So, I think that is one thing that we have had to watch for quite 
carefully. 

It is not imcommon from the experience that a company gets 
when it starts to use E-mail. 

You look through the E-mail and you see that whatever the issue 
is bouncing around from person to person or group to group, and 
you look at it and you say, well, wait a minute, time out, it is ap- 
propriate now to get in a room face to face and flatten what are 
just a lot of airing of issues with no real resolve. 

Mr. Davis. Thank you. 

Mr. Clinger. The gentleman’s time has expired, and all time has 
expired. 

We want to thank the panel very, very much for your participa- 
tion here today, your patience in sticking with us all morning and 
a^moon, and to Dr. Reid, particularly, we thank you for your 
great hospitality here today. 

Panelists, we appreciate your participation. 

Before we conclude the nearing, I want to express, on behalf of 
the committee, our deep appreciation to three specific individuals 
who have made our visit here such a pleasure. They are Julie 
Marchini, Marilyn Madden, and Marsha Campbell Young, all of 
Montclair State University. 

You have done enormously great work here today, and we thank 
you. 

Let me again also thank our witnesses and the people of north- 
ern New Jersey, who came out in great numbers today to partici- 
pate in this sort of exercise in participatory democracy, and we are 
gratefol for your participation and your presence here today. 

It has been a most helpful and most informational and instruc- 
tive hearing, I believe, and I am just grateful that we were able 
to accept Congressman Martini’s invitation to come and listen to all 
the good folks here. 

Congressman Martini. 

Mr. Martini. Thank you. Chairman. I share your thoughts and 
comments. I think that today’s hearing has been very stimulating 
and informative and helpful, particularly this last panel. 

Although I did not have as much time as we would have liked, 
certainly hearing from you as to some of the lessons that you have 
learned in your efforts to make your organizations more effective 
and achieve the goals that you have achieved have been helpful, 
and also, Mr. Chairman, I would like to thank you and the other 
members of this committee for taking time out of their day to join 
us here in New Jersey. 

I feel confident that we all learned from the many witnesses that 
we had and thank all the people who took time out of their sched- 
ules today to be here. 

Thank you again, Mr. Chairman. 

Mr. Clinger. Thank you. Bill, and again, I would thank my col- 
leagues, too, for coming to the hearing today. 
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I apologize to those who might have anticipated a further open- 
mike session, but we did run out of time. We do have Members who 
have to catch airplanes and go back to their own districts, and so, 
we will have to defer that to another time, but I do thank you all, 
again for coming, and with that, the committee stands adjourned. 

[Whereupon, at 2 p.m., the committee was ac^oumed.] 



CREATING A 21ST CENTURY GOVERNMENT 


FRIDAY, OCTOBER 6, 1995 

House of Representatives, 

Committee on Government Reform and Oversight, 

Auburn, WA. 

The committee met, pursuant to notice, at 10:10 a.m., in the Lit- 
tle Theater, Thomas Jefferson High School, 4248 South 288th, Au- 
burn, WA, Hon. William Clinger, Jr. (chairman of the committee) 
presiding. 

Present: Representatives Clinger, Schiff, McIntosh, Tate, Dunn 
and Smith. 

Staff present: Monty Tripp and Kim Cummings, professional 
staff members; Judith McCoy, chief clerk; and Denise Wilson, mi- 
nority professional staff. 

Mr. Clinger. The Committee on Government Reform and Over- 
sight will come to order. We are here this morning to conduct 

Voice. We cannot hear you. 

Voice. Your mic is not on. 

Mr. Clinger. How is that? 

Voice. That is better. 

Mr. Clinger. All right, I will say it again. The Committee on 
Government Reform and Oversight will come to order. 

Good morning to all of you and thank you for coming to this com- 
mittee’s third hearing on what we call creating a 21st Century 
Government. Before I go any further, I would like to thank a very 
distinguished member of this committee and this area’s representa- 
tive in Congress, Randy Tate, for hosting us here today and for the 
work he and his staff have devoted to the hearings success. I 
would also like to recognize and thank the Members of the Wash- 
ington delegation, specifically Jennifer Dunn, for participating in 
the hearing this morning. 

This morning the committee is going to hear from a number of 
distinguished witnesses who will share with us their ideas on cre- 
ating a leaner, more responsive Federal Government. Our main 
goal is to learn from their success stories and apply these lessons 
to our Federal reorganization priorities. 

Our focus on Federal Government restructuring goes beyond 
streamlining. It encompasses every function within our agencies, 
deciphering which functions are essential and which are no longer 
necessary. We must step back from bureaucratic and inefficient 
Federal institutions and ask the questions that the private sector 
has been asking for years: What are the main functions of this or- 
ganization and can we effectively and efficiently meet the service 

( 384 ) 
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delivery needs of our citizens well into the next century and indeed 
into the next millennia? 

It is essential that we involve government in only the functions 
that it can perform well and keep it out of functions that can be 
successfully delivered through private sector or State and local 
means. Today, there are 1,390 Federal domestic programs adminis- 
tered by 53 departments and establishments of the Federal Gov- 
ernment. Ten years ago there were 52 Federal departments and 
agencies administering just over 1,000 Federal programs. The re- 
anty is that the Federal Government is too big and involved in too 
many functions so that it is not really able to deliver them all well. 

The problem, in mv view, with government today is that it has 
become too large and inefficient, causing it to become less respon- 
sive to the service delivery needs of our citizens. The time is now 
for a complete top to bottom review and renovation of our Federal 
departments and agencies. 

Our task as lawmakers is to create — it sounds like an 
oxymoron — smart legislation that will innovate and transform the 
Federal Government into an efficient and responsive organization 
that will meet taxpayers’ needs in the coming years. The only way 
to reach this goal is with the support and input of the American 
people. With this partnership between lawmakers and citizens, we 
can create a government that is first, responsive to the needs of the 
American people; second, efficient and effective, not wasteful and; 
third, able to use technology to enhance and augment its service 
to the people. 

The witnesses appearing before us today all, each and every one 
of them, offer a unique perspective on the role they have played in 
the restructuring of their organizations. They have met the needs 
of an ever-changing environment and have very innovative and 
thoughtful ideas to offer in our quest to downsize our Federal insti- 
tutions. It is our hope that the testimony we hear today can be im- 
plemented effectively in the Federal restructuring efforts that are 
underway today, and will be underway tomorrow and into the next 
centuiy. 

It is our intention through the use of these field hearings to take 
a step back from politics as usual in Washington and get in touch 
with the heart of the Nation, the American people. We encourage 
your participation to ensure that the legislation we introduce on 
downsizing has your support and represents your ideas. The reason 
we are having an open mic session today is to allow you to ask us 
questions and frankly tell us your views of what we should be 
doing. And we look forward very much to that portion of the hear- 
ing today, to hear from you. 

So with that, let me thank the witnesses, the audience that has 
turned out here and my colleagues who have taken the time out 
of their busy schedules to listen to what the people of this State, 
this great State of Washington, have to say. 

I would now like to recognize your local representative, a very 
valued member of the Government Reform and Oversight Commit- 
tee, Congressman Randy Tate, for any opening statement he might 
like to make. 

Mr. Tate. Well, thank you, Chairman Clinger. First and fore- 
most, I would like to welcome the members, especially those from 
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outside of our State, to the real Washington, Washington State. I 
just appreciate Chairman Clinger and his leadership for coming all 
the way out here to our area to hear from the people. I want to 
thank Mr. McIntosh, Mr. Schiff and my good friend Jennifer Dunn 
for taking the time out of their day to come and be here. 

I would also like to publicly thank the Federal Way School Dis- 
trict, and more specifically Thomas Jefferson High School for their 
incredible hospitality today. I think they deserve a round of ap- 
plause for all their work. [Applause.] 

They have done a great job. And I want to thank you, the audi- 
ence, for taking the time out of your busy schedules to come by and 
listen and as well as maybe add some of your comments as well. 

Last November the message was very clear that the govern- 
ment’s too big and it spends too much and the public was clear last 
November that they did not want more of the same, but they did 
not just want less of the same as well. They wanted a government 
that was transformed. And the reason they are so concerned and 
want that kind of transformation that I have heard is because we 
have a $4.9 trillion debt, which works out for my daughter, 
Madelyn, to be $187,150 that she will have to pay in taxes in her 
lifetime to finance this national debt. And balancing the budget 
really is not just an accounting or academic measure. It really af- 
fects real people and their real lives. Alan Greenspan recently testi- 
fied before the House Budget Committee and stated very clearly 
that his biggest fear was that if we do not balance our budget our 
children will not have the same opportunities that we have had. 
That is their biggest fear. And he said if we balance the budget we 
could turn that around and make sure that our children truly do 
have a better opportunity. By lower interest rates which will create 
more jobs and more economic opportunities. 

So the question really has been this year whether to borrow or 
to balance and we have committed in this new Congress to balance 
and we will balance the budget and it will be the first time since 
1969. The first time in a generation. And we are doing it by return- 
ing power to the people; returning power to the local governments; 
returning power to the State governments and the Federal Govern- 
ment giving up some of its power. 

That is what this hearing is all about, creating a 21st century 
government. It is a long-term process. It is not just going to happen 
overnight. It is going to be a process where we are going to have 
to work hard both year-in and year-out and we are going to have 
to determine what the Federal Government should do, and do it 
well, and decide what the State should do and what the private 
sector should do and what the Federal Government should get out 
of all together. And that is why all you folks are here. The reason 
we are here on the panel is to listen and to learn. We want to hear 
from local officials, public officials, private sector individuals, small 
employers, large employers, the public because it is important to 
leave Washington, DC and to talk to real people that have dealt 
daily with creating solutions and answers to the tough problems. 
The most important thing is to get out of the Beltway and to talk 
to real people. And by engaging the American public, the people in 
this room, we truly can change the way our government does busi- 
ness. We truly can create a 21st century. Congress is committed to 
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getting our fiscal house in order and we’re doing it, I believe, for 
all the right reasons; making sure our children have the same op- 
portunities that we have had, and we can do that by creating a 
21st century government. 

I appreciate you taking the time to come out. 

Mr. Clinger. Thank you veiy much, Randy. 

I am now pleased to recognize the vice chairman of the Grovem- 
ment Reform and Oversight Committee, the gentleman from New 
Mexico, Mr. Schiflf. 

Mr. ScHiFF. Thank you, Mr. Chairman. 

I just want to say that this is my first visit to this part of Wash- 
ington State and I am pleased to be here and I am pleased that 
so many people have come out to join us to testify or to watch the 
congressional process at work. And I want to thank particularly 
Congressman Tate and the people of this area for their hospitality. 
Thank you very much. 

Mr. Clinger. Thank you very much. 

Next, a very valued member of the Government Reform and 
Oversight Committee, a freshman member of the committee, and 
a very unique freshman in that he is one of only two I believe, or 
mayble perhaps three freshmen who are also chairmen of sub- 
committees. Mr. McIntosh of our new subcommittee looking at reg- 
ulations and how we can limit them, get rid of a lot of them, reform 
them, and he is providing a very vital role in that. The gentleman 
from Indiana, Mr. McIntosh. 

Mr. McIntosh. Thank you very much, Mr. Clinger. It is a pleas- 
ure to be here in Washington State, especially to be in Randy 
Tate’s home district. Randy and his wife Julie have become very 
good friends of Ruthie, my wife, and mine. And I must tell you, 
working with my colleagues in the freshman class, the delegation 
from Washington State, from Jennifer Dunn to all the new fresh- 
men, is the best delegation that I have been able to work with and 
you should be very proud of the efforts they bring to this Congress 
to not let us forget the importance of keeping our word and listen- 
ing to our constituents. 

I just want to point out how appropriate it is today that we meet 
in 'Iliomas Jefferson High School. Because what we are in fact 
about is returning to what our founding fathers viewed as the prop- 
er role of the Federal Government. And one of the things that I al- 
ways try to keep in mind when I cast votes and engage in work 
as a Congressman from Indiana is the beginning of the Declaration 
of Independence authored by Thomas Jefferson where he declared 
for all of us “We the people . . . hold these truths to be self-evident 
that we are endowed by our creator with certain inalienable rights, 
among these, life, liberty and the pursuit of happiness.” 'Imose 
rights are the ones that government has created in order to secure 
and our job is to return to those fundamental principles that made 
our country great and bring them alive today so that we can build 
a government that serves the country in the same way as we pre- 
pare for the next century. 

Thank you again for hosting this meeting and being here today. 
It is a pleasure to take part in it. 

Mr. Clinger. Thank you, David. 
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Now, I am verj^ pleased to recognize another member of the great 
Washington delegation to the committee. She is a very important 
member of the House of Representatives. She serves on the very 
critical Ways and Means Committee which used to be called the 
ways to be mean but we think we are going to be cutting taxes and 
not raising them. [Laughter.] 

We are delighted to have Jennifer Dunn join us. Jennifer. 

Ms. Dunn. Thank you very much. Mr. Chairman. 

Grood morning ladies and gentlemen. Let me join Chairman 
Clinger and Congressman Tate and the others in welcoming our 
colleagues to Washington State and certainly you to this meeting 
this morning. 

Certainly everyone assembled here today has experienced old 
fashioned government, long crowded lines that curve and twist 
down marble hallways in pursuit of a government certification or 
a document or absolution of one type or another. Government 
spending citizen’s money recklessly on programs that would be bet- 
ter sponsored by State government or by the private sector; govern- 
ment operating under processes that have not been audited for dec- 
ades and government far behind the private sector imposing ref- 
lations on the shoulders of business that made government uie 
enemy and not the partner of those who face risk every single day 
out there trying to create jobs and trying to operate. This is what 
frustrates people about f vemment and I believe it is a major part 
of what caused the people in Washington State and in other States 
around the Nation to put our party in control and give us a chance 
to run the House of Representatives for the first time in 40 years. 

So now having made the commitment, our majority has a con- 
tract with the people and that is to make real change. We started 
as soon as we became the majority in January by cutting one-third 
of the staff on congressional committees by ending the unfunded 
Federal mandates on cities around the countiy and by eliminating 
hundreds of programs and reducing hundreds of other programs 
and by privatizing agency functions wherever possible. All of this 
is an effort to restructure the Federal Government in order to fit 
the 21st century. 

With that in mind, this important committee is here today to lis- 
ten to citizen testimony and to learn from those of you who will be 
testifying before us today. The new majority in Congress has a 
very, very deep belief in the theory that people, our constituents, 
the folks we represent are a source of good ideas and that local so- 
lutions are almost consistently better than Federal solutions. 

So today, I am honored to join this committee, even if it is a brief 
appearance for me because I have to move on to the rest of my cal- 
endar for the day, but to learn from you in the next little while. 
Today, we are going to hear testimony from panelists who view the 
relationship between the local and the Federal Government in posi- 
tive ways and fresh ways. And we will be asking questions during 
this hearing. For example, do parents, teachers and local commu- 
nities benefit from the constantly increased Federal regulation oyer 
the lives of children and their education or do you favor eliminating 
the Department of Education, a Federal bureaucracy that since its 
creation in 1980, 15 years ago, seems unable, even with a $33 bil- 
lion a year annual budget, to reverse the decline of our students’ 
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attitudes, their behaviors and most importantly their test scores? 
Nor does the Department do anything to improve the United 
States’ stamant graduation rates. Or has the government become 
involved where it should not be involved where it is competing with 
the private sector? Would utilizing the experience and the initiative 
of private sector businesses be a better approach? Some panelists 
will speak to this. To the issue, for example, of privatization. You 
will hear from John Carlson and others this afternoon. I look for- 
ward to reviewing that portion of the testimony because it is a par- 
ticular interest of mine. 

I have introduced some legislation that would privatize an entire 
Federal agency, the Government Printing Office. We believe that 
companies right here in the Puget Sound area and all over the 
country are just as qualified to print government documents as any 
government agency and to do it at a competitive price. What I dis- 
covered during my research into this issue was that we would save 
from privatization $1.5 billion, $1.5 billion over 5 years by such a 
simple step. But the (^vernment Printing Office is simply one ex- 
ample of areas where we should ask government to retreat and 
allow small businesses in the private sector the opportunity to do 
their work, thereby increasing revenues, creating jobs for our peo- 
ple and encouraging the entrepreneurial spirit. 

So, Mr. Chairman, while I must apologize in advance for not 
being able to be here for the entire hearing, let me say that I con- 
gratulate you on bringing this hearing to the Northwest, literally 
tor bringing Washington, DC to Washington State, and for caring 
what we think in this part of the country. I am anxious to get 
started, excited to hear the ideas that will come from our panelists 
today to downsize government, to restructure it, to make it less 
invasive into our lives; to make it more responsive. And more than 
anything, to simply move away from that old fashioned idea of Fed- 
eral Government; the long lines; the red tape; the distant bureauc- 
racies and the unbalanced budgets into an era where government 
once again in its new downsized State become the partner of the 
pe^le here at home. 

Thank you, Mr. Cheiirman. 

Mr. Clinger. Thank you very much, Jennifer. I would just com- 
mend you — Congresswoman Dunn was very instrumental on a com- 
mission that studied the Congress for over 2 years and came up 
with some reforms which were enacted into our procedures in the 
House of Representatives on the first day that we met. One of 
those reforms applies the laws that we impose on everybody else 
on ourselves, which sounds like it should have been done a long, 
long time ago. But Congresswoman Dunn was instrumental in pre- 
paring that report and then seeing those reforms enacted. 

Unfortunately panel No. 1 has been somewhat diminished. Two 
of the panelists have unfortunately indicated that they are unable 
to be with us this morning; the speaker of the Washington State 
House, Mr. Ballard and coimcil member Mr. Sims. But we are de- 
lighted to have our final panelists on panel No. 1 here and I would 
like to ask Mr. Tate if he would care to introduce our remaining 
panelists. 

Mr. Tate. The panel may be smaller but it definitely will be a 
very good panel with Chris Vance. I actually met Chris Vance in 
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1990, when he was first elected to the State legislature represent- 
ing the 31st District which was the Auburn, Kent and Renton area. 
And Chris moved up to the leadership very quickly as assistant 
floor leader and then was a real advocate on taxing and spending 
issues as well as education issues in the past. I believe Chris wifi 
add some really needed insights. He has been at both the State leg- 
islative level as well as part of the merged Metro/King County 
Council and the creation of that government entity. So, I think 
Chris can bring us some interesting insights in that process. 

With that, I think the chairman is going to swear in our witness 
and we will go ahead and get started. 

Mr. CuNGER. Mr. Vance, it is a custom of this committee to 
swear all witnesses so as not to prejudice any witness. So, if you 
do not mind taking the oath. 

Mr. Vance. Sure. 

[Witness sworn.] 

Mr. Clinger. Let the record indicate the witness indicated in the 
affirmative. 

Mr. Vance, we are delighted to have you with us and the floor 
is yours. 

STATEMENT OF CHRIS VANCE, COUNCIL MEMBER, 
METROPOLITAN KING COUNTY COUNCIL 

Mr. Vance. Thank you, Mr. Chairman. I am delighted to be here 
and I very much appreciate the invitation from the committee. It 
is a pleasure to be here with old friends like Congresswoman Dunn 
and my old friend and colleague from the State House, Congress- 
man Tate. It is also a pleasure to be here in the high school from 
which my two sisters graduated, serving south King County in this 
area. 

I want today to make some brief comments to reinforce what I 
think is the committee’s mission and reason for being here, and 
that is to look for ways to devolve decisionmaking from the Federal 
Government to the more local government. 1 am now a member of 
the Metropolitan/King County Council and my comments today will 
fall into two areas. First, to brief the committee on what is happen- 
ing here in King County, a very unique county, which involves both 
very urban areas, suburban auid highly rural areas. How we have 
over time evolved all on our own a very interesting form of self gov- 
ernance here to meet the needs of this very unique community. 
And then second, I will give you two examples of where over-regu- 
lation at the Federal level is causing a real burden and hardship 
for local decisionmakers. 

First, to begin with, just a bit of history. In the beginning when 
the State constitution was formed in 1889, King County had the 
same form of governance as every other county, a three-commis- 
sioner form of government with the commissioners being both the 
executive and legislative branch of governance. The county at that 
time was basicafiy two-thirds of the people lived in the city of Se- 
attle and received their direct local services from local government 
and the coimty was pretty much the government for the largely 
rural agricultural and timber areas of &ng County. Over time, es- 
pecially with World War II and the development of the booming 
suburban crescent around the city of Seattle, local leaders and leg- 
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islative leaders in Ol^pia saw a need for a change. They realized 
a^r World War II there was no government that had the author- 
ity to run a bus between Seattle and the suburban cities which 
were now evolving, or to clean up what had become a very polluted 
Lake Washington with all the local governments dumping their 
sewage into Lake Washington. So local leaders, with legislative 
leaders, formed a metropolitan municipality called Metro 

[Bell rings.] 

Mr. ScHiFF. Class change. 

Mr. CuNGER. If anybody has to go to class, they have got to go 
now. 

Mr. Vance. Boy, that takes me back. [Laughter.] 

To provide specific regional services that no local government 
was empowered to. That model served us for some time until 1969 
when again local leaders realized that three commissioners could 
not serve a county which had reached nearly a million people in 
population. So in 1969, the county of King elected freeholders who 
wrote a constitution for King County, the county charter, creating 
a nine-member county council and a separately elected executive. 

That form with the county slowly getting into the regional serv- 
ice delivery business alongside Metro served again for some time 
until in 1992 once again the voters of this county realized that it 
made no sense to have two free standing regional governments. 
King County and Metro, and voted to merge Metro and King Coun- 
ty, the transit and sewer service, to the rest of the county govern- 
ment and enlarge the size of the county council once again to now 
accommodate the now 1.6 million people who live in this coun^, 
enlarmng the county council to 13 members — created my district 
for which I am fateful — and elected a 13-member county council. 

My point in giving you this history is — and we are now, by the 
way, involved in refining that. Refining our relationships with the 
basic model being that the cities — ^and there are now 35 cities in 
King County. The cities shall provide the direct local services, 
sewer — well not sewer. Roads, police, fire, those things, while the 
county will get out of the business of local service delivery and con- 
centrate on regional things, fimctions that are too large for any one 
city to do. Treinsit, solid waste, public health, sewer and all the 
large macroeconomic growth man^ement planning functions. 

Now it is very interesting, Mr. Chairman, as I have been around 
the country on county business, you see a lot of communities in 
North America that have this mix of urban, suburban and rural. 
All of them are moving in slightly different directions to find the 
form of governments that works for them. Our model is somewhat 
based on the model used in metropolitan Toronto. But the point is 
that local governments on their own have developed very com- 
petent — sometimes maybe too much staff— but a strong ability to 
guide decisionmaking at the local level, and I believe that — and to 
create governmental structures which fit their own local cir- 
cumstances and do not need to be — have a lot of decisions handed 
down to them from the Federal level. In fact, as I am about to illus- 
trate, it can sometimes be veiy deleterious. 

Let me give you two examples of where over-regulation at the 
Federal level has really caused a problem for King County govern- 
ment. And the first is the National Voter Registration Act, com- 
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monly known as the MotorA^oter Act. Now, MotorA^oter is com- 
monly believed to be simply legislation that requires States and 
counties to provide the opportimity to people to register to vote 
when they are getting their vehicle registration. As the committee 
surely knows, it goes much further than that. This legislation is 
very, veiy specific in many, many ways in changing how local gov- 
ernments have to run elections. I will just give you one example. 

I have included here some comments in a very detailed 3 -page 
memo from our director of elections on what this does to us. 

The MotorA^oter Act requires us to allow people to register by 
mail and then to allow them to become permanent ongoing absen- 
tee voters. So quite literally it is possible for me — and I have actu- 
ally — we had committee hearings on this — for me to register my 4 
year old son to vote because he has a social security number. Reg- 
ister him to vote, sign him up to be an ongoing absentee voter and 
he can vote at home never being seen by an elections official, and 
I get two votes. I did not do this, although it might have helped 
with the stadium issue which just failed. [Laughter.] 

It has caused incredible consternation among our elections offi- 
cials who because of the specificity of the MVRA cannot guarantee 
the integrity of our elections process. There is no reason — [ap- 
plause.] 

I did not know there were so many fans for elections. But there 
is no reason for the Federal Government to get that specific in such 
a local matter of how we manage our elections process. 

The other is a more broad issue and that is on transportation 
funding. I am a member of the executive board of the Puget Sound 
Regional Coimcil which is the metropolitan planning organization 
of the ISTEA Act which distributes ISTEA funding. You may have 
heard from people in the transportation field that ISTEA is work- 
ing. It is working, but even things that are working can be made 
to work better. I believe block grants will work even better. The 
various eligibility criteria for ISTEA caused Federal funds to be 
broken down into smaller and smaller funding pools. The State 
process tends to fragment the funding even more. The result is to 
divide and conquer the power of Federal resources into really ridic- 
ulously small chunks. One of the biggest problems with transpor- 
tation investments today at the county level is our inability to fund 
major projects. All of the regional allocations of ISTEA funds in our 
area have been limited to small projects or small pieces of larger 
projects. None of the allocations have been more than $5 million 
and most are around $1 million. As a result, many small projects 
are built while a major intermodal terminal or a key bottleneck in 
our highway system goes unfunded. All of the small projects com- 
bined do not have the benefits one of these unfunded major projects 
has, and many of the small projects will be built anyway — could be 
built anyway with local funds. 

Again, serving on the Remonal Transit Committee and the Puget 
Sound Regional Council, I near every day about the transportation 
problems specific to this remon. And local block grants from the 
Federal Government instead of these highly reined in categorical 
funds could do a much better job crafting solutions for our specific 
problems. 
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Mr. Chairman, I will not take any more of your time, but I just 
meant today to illustrate that we here at the local level have devel- 
oped strong competent governmental structures specific to our cir- 
cumstances. It is, in fact, not only not helpful but actually destruc- 
tive to have our hands tied by an over-intrusive Federal Govern- 
ment. I am confident that the new majority in the House under- 
stands these concerns Emd I just wanted to be here today to rein- 
force that and ask you to please reconsider things like how the 
specificity of the MotorA^oter Act are driving out important trans- 
portation and other dollars in a non-block grant form. Block grants 
give us the flexibility to do what we think is needed. 

Ageiin, thank you for the opportunity, Mr. Chairman. I look for- 
ward to answering any questions if it is your desire. 

Mr. Clinger. Thank you very much, Mr. Vance. Thank you very 
much for very excellent testimony. I think you should know that 
probably one of the impetuses for our enacting the unfunded man- 
dates legislation, which is now law, was the MotorA/^oter lemslation 
which we had heard a great deal about — all of us had heard a great 
deal about from our constituencies. Unfortunately the unfunded 
mandates law is only prospective in its application, not retrospec- 
tive. But it was clearly an example of something where we really 
were imposing a tremendous burden on local government without 
giving them the resources with which to comply. 

Congressman Tate. 

Mr. Tate. I appreciate your testimony. First, the most pressing 
question, did your son vote for you as part of his absentee? 

Mr. Vance. I am an honest man. Congressman. Fortunately, my 
election was not so close that I needed his vote. 

Mr. Tate. Good. That is good to hear. Some serious Questions 
though. I guess I would like to ask you as a local elected official, 
and you have worked at both the State and local level, are there 
things that the Federal Government is currently doing right now 
that you have not heard about as part of block grant programs that 
are going out to the States or the counties that we should be in- 
volved in that is clear — excuse me. That you folks should be in- 
volved in that we should get out of that you would say would be 
a imiquely local as opposed to what we are involved in right now? 

Mr. Vance. You know, that is — I think that as a county official 
we have less of a direct tie to things like Federal funding than the 
State legislature does. When I was thinking about this testimony 
today, I was trying to think of what twes of programs the Federal 
Government provides money for with a whole lot of strings at- 
tached and the main one is transportation funding which is why 
I focused on the ISTEA Act. 

Mr. Tate. Right. 

Mr. Vance. I think the other one may be — and this is not my 
area of expertise, but on clean water type funding, we do the metro 
sewer system and I am not on the Water Quality Committee and 
it is not one of my main focuses. But I know again, there is a lot 
of Federal involvement there that maybe is not necessary. But 
again, as a county official, one of the main things we do is trans- 
portation. It is a huge responsibility, and the county is the lead 
agency on that. And to have the ISTEA funds broken up in such 
small chunks that we cannot use them in a useful way is a major 
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problem in my opinion. Now you will find other county officials — 
maybe if Mr. Sims were here he would disagree with me — ^who be- 
lieve that — ^particularly with transit — that local people are not en- 
lightened enough in the need to get people out of their cars to 
make sure we put the money into transit. They might think we 
might cave into what the voters want and actually put more money 
into improving our road system. So that is the argument in defend- 
ing these categorical funds. But I do not think there is a lot of jus- 
tification for that. 

But really, I think the two areas that I can think of with the 
Federal Government being veiy involved in terms of driving out 
money and then having a lot of regulations there is transportation 
and water quality. 

Mr. Tate. OK. A follow-up question. You have been part of this 
merger and so forth. What has been your criteria for deciding what 
services you would directly take over versus which ones that you 
would allow to be privatized? 

Mr. Vance. Oh, that 

Mr. Tate. Because we are struggling with that today, we are 
going through program by program at the Federal level deciding — 
you know, asking the question: What best can be done by the local 
government? What best can be done by the private sector? But I 
would be interested in seeing the kind of criteria that you folks go 
through at the local level in making those decisions of what you are 
going to privatize versus what the county itself will actually run 
directly. 

Mr. Vance. That is another real good question. I do not think the 
criteria is very different from yours. It is mostly just common 
sense. 

Mr. Tate. OK. Which has sometimes been lacking in the 


past 

Mr. Vance. Right. [Laughter.] 

Mr. T.\te [continuing]. In Washington, DC. 

Mr. Vance. Congresswoman Dunn mentioned printing. The coun- 
ty has a very large and extensive printing operation, which some 
of us do not understand why it is not contracted out. A political 
fact of life however is, we have — I am not sure how partisan to be 
here, but we have a county executive who is not very accepting of 
the idea of privatizing when it might cost public employee iobs. So 
the council, although it is a 7 to 6 Republican majority, has felt 
that any major privatization efforts would simply be vetoed. One 
thing we are seeing on the reverse side is county government like 
all governments is downsizing now. Now we, thank God, cannot 
run a debt; we cannot borrow money and under this State’s con- 
stitution we cannot raise taxes. County governments do not have 
the ability that cities do to levy or increase taxes, which is why if 
we did want to build a new baseball stadium we have to ask the 
State legislature for authorization to do that. With annexations and 
incorporations eating up our tax base counties are actually 
downsizing. And what we are finding now is pressure from public 
employee groups to stop the privatization of things that we are cur- 
rently privatizing and put them back into the hands of public em- 
ployees. So we are facing pressure just the other way. I was made 
aware yesterday that our Roads Department has contracted out a 
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lot of the engineering work in past to private engineers. Now there 
is a major effort to put that back in-house to protect jobs which are 
currently in the Roads Department. So, I thins it is going to be the 
reverse, where we have been — we have done a relatively good job 
of privatizing, now we are going to have to defend some of that as 
we downsize. 

Mr. Tate. Has your rationale been for privatization clearly a cost 
savings or that the private sector can just flat out do the job bet- 
ter? 

Mr. Vance. I think the fact that the private sector 

Mr. Tate. Or both? 

Mr. Vance. The private sector doing the job better leads to cost 
savings. But, I think that the county is going to have to look at 
that more and more. We are seeing actual decreases in our budgets 
because of our unique circumstances. We are in a city — we are in 
an area right now which is the fourth largest city in — ^fourth or 
fifth largest city in the entire State, Federal Way. I am soriy, that 
is not true. It is the third largest city in the county and it used 
to be county area. It used to be county area. It used to be unincor- 
porated King County. When it incorporated and became its own 
city, we lost a big cnunk of our tax base here. And due to that, 
county budgets are actually shrinking. So as we do shrink, I think 
we are going to have to look more and more, as we cut budgets, 
at privatization. 

Mr. Tate. Any final advice that you can give — I know the other 
members have questions, but it would be interesting to hear anv 
final advice you would have for Congress as we are going through 
this devolution, the new federalism, sending things back out to the 
States and local governments. I guess I come from the theory that 
the closer to home the better government you are going to get. It 
is a heck of a lot easier to drive down the highway to Olympia than 
it would be to hop on a plane at Sea-Tac and fly about 3,000 miles 
to Washington, DC or go to the court house where you work. 

Mr. Vance. My main advice is to trust us. [Laughter.] 

Trust us to have — ^to be competent in our decisionmaking. We 
know best what the people back home think and we have large and 
expensive staffs as you do and we can make these decisions at the 
local level. I think that is actually very important. Every level of 
government — I found this having been a former member — a con- 
gressional staff person and then a State elected official and now a 
county elected official. Every level of government has disdain for 
the level below it and hatred for the level above it and jealousy. 
When I was a State legislator, we looked somewhat unfortunately 
down our noses at loc^ governments and hated the Federal Gov- 
ernment. I am finding now, at least at the county level, our staff 
is just as competent as the analysts that you and I worked with,, 
Randy, in the House and the elected officials are just as intelligent, 
and to stop this idea of thinking just because someone is further 
down on an organization chart they are not as intelligent or com- 
petent as you are. 

Mr. Tate. Thank you for your answers. 

Mr. Cunger. Because I know that Congresswoman Dunn has to 
leave here shortly, I would like to give her an opportunity to ask 
any questions she might have. 
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Ms. Dunn. Thank you, Mr. Chairman. I appreciate that. I do 
have to take off pretty soon. 

Chris, I want us to take advantage of your experience in the leg- 
islature. We have been criticized a lot, the new majority, because 
we are doing the block grant programs which you alluded to. I 
would like you just to give us your thoughts on why members of 
a legislative body or a local government body like the one that you 
are a part of now are in a position to make better decisions. I 
would like you to talk about efficiencies that might come about 
from creative solutions. Just give us a sense so people will feel a 
little bit more reassured that as we decide where we are 
downsizing government to as Randy says, “devolve, power back to 
the local levels.” What is really going to happen there, and are you 
in a better position locally to make good use of programs like wel- 
fare, for example? 

Mr. Vance. Oh, I think that is clearly the case. You are national 
officials and you know better the situation nationwide, but my con- 
ception of this country is, it is made up of hundreds and thousands 
of different unique communities and one size fits all just does not 
work. To put the power back on local elected officials I think is just 
critical. It is really frustrating to serve in office and have to tell 
your constituents I’m soriy, that makes a whole lot of sense but we 
cannot do it because another level of government about us says we 
cannot. I think again it is a matter of trust. I think the fact that 
the Federal Government has been so specific in its requirements 
over the years has come from a sense that we know better. You 
just cannot trust them back home to be as enlightened as we are. 
I think it has ^just led — it has led to the frustration which I think 
has created this new majority. I think you can trust that the same 
values that you all share will be shared by local elected officials. 

Ms. Dunn. And as you say, they are far more accessible. 

Mr. Vance. Far more accessible. My district is — Congressman 
Tate’s district is — my district makes up a chunk of Congressman 
Tate’s district. It is about one-fifth the size, so I have a much 
more — and I live at home, and believe me, they call me night and 
day. My favorite story is being called at 9 a.m. on Easter morning 
of my son’s first Easter when he was trying to hunt for Easter eggs 
and people wanted to yell at me about education reform. But we 
have hearings locally, not just in the courthouse. It is much easier 
for citizens to come to our meetings than yours. 

Let us talk about transportation as one example. Next week we 
are having a 3-hour public workshop at the Senior Citizens’ Center 
in the middle of my district to talk about Metro’s 6-year transit 
plan. And that — I mean, citizens are going — and those are happen- 
ing all over the county right now as we develop the new transit 
plan. It is very easy for citizens at 7:30 p.m. to come and be part 
of that hearing and make input, but that input is worthless if we 
cannot make real what they want because our hands are so tied 
by you. So that right there is the best argument for giving power 
to local elected officials. It is also, by the way, Jennifer, the whole 
point behind what we are trying to do here. King County is a very 
large and diverse county. It is very difficult for a lot of these folks 
to come down to the county courthouse. That is why we at the 
county level are trying to get as much of the local authority out to 
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city councils. It is a lot easier for the people in this room to go to 
the Federal Way city council meeting than the King County coimcil 
meeting. 

Ms. Dunn. Chris, let me just mention one thing. People smile 
when a political figure says “trust me.” I saw it today. Do you not 
think that trust comes as a result of keeping promises? 

Mr. Vance. Yes. 

Ms. Dunn. Do you not think that that commitment that we have 
made both at the Federal level and here locally, what you have 
done as a member of the King County Council relies — ^the trust 
level relies on your ability to keep the commitments you have made 
and do you not think this is going to be a big, big change in the 
political scene? 

Mr. Vance. Yes, absolutely. And you know what else this does, 
vou — the ultimate feedback loop and the ultimate accountability 
loop in politics is our ability to get re-elected. If we are not doing 
what the citizens want they throw us out. Now you all are not like- 
ly to rise and fall in your next election based upon the specifics of 
road projects in people’s homes. I mean you are elected on a dif- 
ferent platform, but I am. And I think if I have to respond — and 
I have the power to respond more directly to what local citizens are 
saying about transportation because I have the decisionmaking au- 
thority, then they have more power because if they disagree with 
the decisions I make they can kick me out of office. But if we have 
this copout where I can say it is not my fault, the feds made me 
do this. We have not only taken power from me, we have taken 
power from the citizens. 

Ms. Dunn. That is veiy articulate. Thank you very much, Chris, 
and thank you, Mr. Chairman. 

Mr. Clinger. Thank you, Jennifer. 

The gentleman from New Mexico. 

Mr. SCHIFF. 'Thank you, Mr. Chairman. 

Mr. Vance, I will be brief. I think you have covered an awful lot. 
There are two things I want to mention. One I want to ask about 
is the MotorA^oter Act. It is my understanding that on top of every- 
thing else you have described about it, that the act says that coun- 
ty clerks or whoever is doing the registration cannot ask for identi- 
fication. 

Mr. Vance. That is exactly right. 

Mr. ScHiFF. I cannot imagine — I voted against that act and I 
cannot imagine — I mean, I would like to see the expansion of voter 
registration and I thought some of the ideas like making voter reg- 
istration forms available in more places was a good idea, but I 
voted against that act because I think there are provisions that are 
an invitation to fraud. 

Mr. Vance. And not only that, we cannot purge from our roles 
people who have not voted in many years. Prior to the MotorA?oter 
Act, the State of Washington — by the way, the State legislature 
had already approved Washington State’s own motor/voter act to 
allow people to register at Department of Motor Vehicles’ offices 
without all these ridiculous strings attached. So the Federal law 
came in on top of that. We cannot ask for identification and we 
cannot purge people from the roles. Prior to this, if you had not 
voted in I think it was two Presidential elections, you were purged 
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from the roles. Now you can never purge people from the roles and 
it just invites, as vou said, fraud. I mean, someone can get on com- 
puter records ana try and fi^re out who has not voted recently, 
get falsified papers with relative assurance that they are not going 
to come into vote and go vote their vote. 

Mr. SCHIFF. And go vote for them. 

Mr. Vance. And go vote for them. 

Mr. SCHiFF. Right. 

Mr. Vance. Our elections officials are just apoplectic about this 
act, and to the point where they prepared a paper for me to hand 
to you today. 

Mr. ScHiFF. I appreciate that, because again, I am sympathetic 
with the broad goal of increasing participation, making it easier to 
remster to vote, but I do not think that act was the w^ to do it. 

Let me just conclude my time with an observation. That is, we 
have been hearing all across the country two different views. One 
view is local officials like yourself saying trust us and a number of 
people sa^ng we cannot give more authority from Washington to 
State and local officials because we cannot trust them. You know, 
maybe they will not — maybe they will not get the job done, whether 
it is maintaining a Medicaid program or you name it. .^d I just 
want to say that I think there is always a fair debate as to what 
should be done at the Federal level versus local levels. Just as you 
identified, maybe there are things better done at a county level 
then at a city level. I mean, that is a fair debate. But it seems to 
me first of all that we are all — the whole is the sum of its parts 
and the same people who vote for us vote for you. You know, I do 
not know why they believe that their local officials suddenly will 
abandon all civic responsibilities. 

Second of all, I want to emphasize that we have had so much of 
a drift toward Washinrton during these last 40 or more years— 60 
years perhaps, that when people come to me over situations that 
even under our current system remain State and local situations, 
and I say, you know, you really ought to send a letter to the Gov- 
ernor’s office about that or the State legislature, county commission 
or whatever, they look at me like I just droppea down from another 
planet or something. I mean, the public has been in large respects 
inundated with the idea that the only government that is around 
is in Washington. And in my opinion, there would be ^eater turn- 
out and greater interest in State and local elections if there was 
a feeling on the public’s part that that had more to do with their 
lives. I uiink that is the biggest reason for sending things back. 

Mr. Vance. Absolutely. 

Mr. ScHiFF. With that, I will ask if you want to make any com- 
ment on what I have said? 

Mr. Vance. I could not have said it better. Congressman Tate 
and I were a part of a really rather fairly tepid debate on welfare 
reform when we were both members of the House. We tried to do 
what we could do on welfare reform given the Federal guidelines. 
I would love to see the debate on the floor of the State House if 
you simply block granted the welfare money and allowed the de- 
bate to t^e place there. The ratings on our new public access 
channel, TVW, which broadcasts the legislature would go through 
the roof and that would be good for citizen participation. 
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Mr. SCHIFF. Exactly. 

I ^eld back, Mr. Chairman. Thank you. 

Mr. Clinger. Thank you very much. 

The gentleman from Indiana, Mr. McIntosh. 

Mr. McIntosh. Thank you, Mr. Chairman. 

Mr. Vance, let me explore a couple of the points that you had 
raised in your testimony. One, you had talked about movement at 
the county level to reverse some of the goals — accomplishments you 
had had in the privatization area, specifically the desire to bring 
some of those services back in-house. I have really a general ques- 
tion and a specific one with it. As you structure the privatization 
and look at different areas, did you have ways in which you in- 
cluded the input of the existing employees in an effort to get them 
to see the advantages of that? And specifically, one way that I have 
heard has been done in our home State of Indiana. Indianapolis 
has privatized a lot of services. What they did was allow the em- 
ployees to bid along with eveprbody else, and suddenly the em- 
ployee becomes more like a private party player where they have 
got incentives to cut down on the cost and be the low bidder and 
able to keep the job. I was wondering if that might be one way, es- 
pecially as they are saying let us bring some of these in-house, to 
say well we will not automatically bring it in-house but we will let 
you bid on it. 

Mr. Vance. I do not want to leave the committee with the wrong 
impression. Privatization and contracting out has not been a major 
issue at King County. We have been busy with a lot of other things 
and given the political makeup of the county council and the cur- 
rent county executive, I am not sure that a major effort to advance 
that type of a goal would go very far. But there are areas of local 
service delivery which have been over — in the past contracted out. 
And what we are seeing now is public employee units trying to get 
that back. But, yes, we are trying to do very much what you just 
said. We just had a unique meeting that has never taken place be- 
fore, where the county council actually held a session at the Labor 
Temple where the King County Labor Council meets to talk di- 
rectly with labor leaders to mjute them comfortable with what is 
happening as we go through this Metro merger and downsizing of 
counW services, trying to build partnerships instead of an adver- 
sarial relationship. I think there is willingness there to have dialog 
over areas that logically should be contracted out and areas that 
should not. I do not know if we have gone so far as asking them 
to bid and compete, but the county council has developed a dialog 
with labor that goes farther than it has ever gone before. 

Mr. McIntosh. I can tell you it works well if the union leaders 
are willing to be open minded and say — a lot of times they come 
in and say to you we think we are the best qualified to perform 
this job. We have got experience and we know what we are doing. 
And if they are sincere in that and you say well, we will let you 
bid then and be one of the players in this, often times they ended 
up winning the bids in Indiana. It was an interesting dynamic that 
emerged vmere it was a win-win situation. 

Mr. Vance. And yet you have to understand — I think what is 
happening here in King County is we have taken two governments 
and merged them and that is going to cost a lot of public employees 
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their jobs and they know it. The King County Council is committed 
to a cost savings of 25 percent to the citizens of King County had 
we not done this. Right now — in the past there had been two per- 
sonnel divisions, one for Metro, one for King County; two fleet ad- 
ministration offices; two of everything. Metro managers were paid 
much more than county managers. What is happening today is 
probably literally hundreds of public employees are going to lose 
their jobs. Yesterday, the county executive announced that 34 top 
level Metro managers are getting their salaries cut. Cut, not de- 
creased, cut signincantly. Inat has caused a lot of angst and con- 
sternation among public employees within King County. That is 
kind of what we are dealing with right now, not exactly — ^you 
know, not more privatization. We have got to get through this first. 

Mr. McIntosh. Yeah. No, I can see that would be a difficult time 
to work through for those people. 

Let me ask you a more general question. The freshmen have put 
forward proposals to abolish four of the departments in the Federal 
Government. The Department of Education; Energy; Housing and 
Urban Development and the fourth one was the Commerce Depart- 
ment which is part of the bu^et in this Congress. Any views either 
in your capacity as a local official or as a citizen as to the wisdom 
of those proposals? 

Mr. Vance. I hope you are successful. Boy, do I hope you are suc- 
cessful. [Applause.] 

Most of those are cabinet level agencies which were created rel- 
atively recently to respond to some crisis; the energy crisis and 
those sorts of things. I have some perspective. I us^ to work — I 
do not know, some members of the panel may remember ConCTess- 
man Rod Chandler. I am a former member of his staff. A lot of 
those agencies never made sense. When I was in Olympia, my pri- 
mary focus was education. I am a former assistant ranking Repub- 
lican member of the House Education Committee. The Federal Gov- 
ernment should have no role whatsoever in K through 12 edu- 
cation-— none. [Applause.] 

And 'on Energy and Commerce, those are clearly local decisions. 

Mr. McIntosh. Thank you, Mr. Chairman. I have no further 
questions. 

Mr. Clinger. Thank you. 

Mr. Vance, as you have gathered from the questioning, and I 
think you would concur, one of our objectives as we are traveling 
around the country is to fimre out how we can really redefine the 
Federal, State and local relationship. I think many of us feel that 
the founding fathers, whose names are often taken in vain, really 
intended this to be a partnership. That there would be certain 
specified roles for the local government to play; the same for the 
State government, and only those things which could not be more 
efficiently and effectively done at the State or local level would be 
done at the Federal level. And over time there has been an aggran- 
dizement by the Federal Government of many of those functions so 
that now we really have a relationship that is in my view more of 
a guardian/ ward relationship. The Federal Government being the 
guardian and the State and local governments being our wards 
who we have to, you know, treat like small children and tell them 
what they can do and how they can do it. I really am convinced 
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that that has had the result of widespread cynicism about govern- 
ment; real distrust of government. There is a real sense across the 
country, extreme in some cases, that the government is the enemy 
and that anything that they do cannot possibly impact what goes 
on in Washington; therefore, I think our credibility has become 
less. I mean. Congress at this stage of the game has zilch credibil- 
ity and I think that somebody — one person said to me in my own 
district, said, “You people have less credibility than an aluminum 
siding salesman.” [liiughter.] 

I hope there are no aluminum siding salesmen in the crowd. But 
that is pretty low. So, I think that really argues for the exercise 
of really trying to redefine what this relationship is and restore it 
to where it ought to be. 

Another point you addressed, I think very eloquently, is the need 
for trust at all levels. But I will tell you that a local elected official 
said to me, perhaps in carrying out this idea of cynicism, do not — 
you know, do not give us block grants because we can blame every- 
thing that is wrong with government now on you guys and if you 
give us the power to do it, we have no fall guy. You know, I think 
that is a problem in some quarters. People are going to have to be 
much more courageous perhaps in that regard. 

Mr. Vance. That is right. 

Mr. Clinger. Finally, in my other capacity, I serve as vice chair- 
man of the Transportation and Infrastructure Committee which 
wrote the ISTEA bill in which we tried to provide much more flexi- 
bility than existed before, particularly in the area of allowing local 
areas to use funds where they really had the need, whether it was 
transit or highways and to allow a lot more flexibility there. But 
I would be interested, if you would not mind just amplifying your 
concerns about that because we are going to be involved in reau- 
thorizing the ISTEA legislation next year and I share your interest 
in trying to make that as flexible as possible in our next iteration 
of the ISTEA legislation. 

Mr. Vance. Well, my main — the main problem we find with the 
ISTEA Act is this region has a few big ticket problems. What is 
called the Mercer mess in Seattle; the need to complete the HOV 
lanes, especially on Highway 167 down in the valley. Just a few big 
ticket items. ISTEA chops the money up in such little chunks and 
we cannot aggregate it and throw it at fixing a problem, that is all 
spread out. It is just a matter, Mr. Chairman, of a rifle shot versus 
the shotgun approach. We cannot do what we need to do. 

Mr. Clinger. Where we have a discrete funding level for say, 
rails to trails, or funding levels for this or that. 

Mr. Vance. Right. And it is really political, I think. You have 
people who are big transit advocates and others who are pedestrian 
advocates or bike. You know, that sort of thing. It is a political 
agenda where we have to get these locals to put their money into 
transit because that is, you know, important. But what it leads to 
again is the money being chopped up into such little pieces that we 
cannot solve any of the major transportation bottlenecks in the re- 
gion. 

Mr. Clinger. So would your suggestion then be that the High- 
way Trust Fund, which is presently the source of Federal fixnding 
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for highways and for transit, should just be block granted to the 
States? 

Mr. Vance. Yes. To the States and then 

Mr. Clinger. That’s the question. 

Mr. Vance. Yes. Well actually more to — the State is mostly just 
a pass through and then the real decisions are made at the — and 
this is another— I understand the logic of it, but the metropolitan 
planing organizations which are created — again, I am on the exec- 
utive board of the Puget Sound Regional Coimcil which is the MPO 
for this region. So you have 18 members from the four county re- 
^on who are city council members, county council members. That 
IS where the real decisions are made. That is problematic because 
it is a federated system, not a directly elected system. Nobody runs 
for office to be on the PSRC. But it is working to some extent be- 
cause we have developed — we are forced to— because we have to 
share the money — sit down at the table and look the cities in the 
eye and aCTee on a process as to how the money is going to be di- 
vided. If the money were iust block panted that woula put even 
more pressure on us as elected officials but that is what we get 
paid for. That is our job. I would love it if it just came in the form 
of a block grant so the PSRC could sit down and say this year we 
are going to take all the money we can and fix and finish the HOV 
lanes. Get that done and then move on to another thing next year 
instead of dividing it all up. 

Mr. ScHiFF. Mr. Chairman, I wonder if I can ask one question? 

Mr. Clinger. Certainly. 

Mr. ScHiFF. I have a question for you. Counselor Vance, and I 
hope it is not a curve ball. It is sort of a philosophical question. 

Mr. Vance. A slider will be the order of the day tonight when 
Randy Johnson strikes out about 15 people — I hope. 

Mr. ScHiFF. Well, I will try not to make it too much of a fast ball. 
When we are talking about more and more block CTants, in other 
words, do not put any restrictions on it, give us the maximum — 
give us as local officials the maximum authority to use the funds 
as we see fit. That starts to raise a question about why are we in 
the block CTant business. I mean, if we are going to simply block 
grant funds with no restrictions, then maybe what the Federal 
Government should do — and I am throwing this out as a hypo- 
thetical — is to reduce taxes by the amount of the block grant? [Ap- 
plause.] 

Mr. Vance. You are right. 

Mr. ScHiFF. If you want to raise the taxes back again, you go 
right ahead and do it. 

Mr. Vance. Right. 

Mr. ScHIFF. One problem with the block grant — ^and I have al- 
ready told you that I am in favor of giving more authority back to 
the States. But a philosophical problem with the block grant is we 
are responsible for raising the taxes and your level of government 
escapes that responsibility and I wonder if they should not be 
joined? 

Mr. Vance. That is a — ^you know, that is a great point and that 
is an issue to be debated at your level. The whole idea behind Fed- 
eral funding for transportation and a lot of other things is to try 
and say that for areas of the country which are relatively not as 
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well off as others, they need some help and they need — they cannot 
raise enough money locally to provide the services or infrastructure 
for their citizens that need to be there. If you did what you just 
said, I would be fully supportive of that because Washington State 
has a relatively strong economy. Especially the King County region 
has a relative^ strong economy. We are a relatively affluent area. 
We have the mnds locally to provide the services and infrastruc- 
ture for the citizens of this region. You are right, we should have 
to take the votes to raise the taxes if we wanted to do that. I think 
you would run into — now this again is your problem at the Federal 
level. You would probably run into disagreements from members of 
your House from less affluent States who really depended upon 
that Federal funding. It probably — I read an Einalysis in the news- 
paper recently of that type of an argument and argued that States, 
like Washington which has a strong local economy, probably could 
afford to go that type of route. Certainly, I would like to lower the 
tax burden on the people of this region. 

Mr. SCHIFF. Well, you know, it is a subject with its pros and cons 
as you have identified, but I just wanted to make sure it was added 
to the equation. 

Mr. Vance. Absolutely, I would support that. 

Mr. ScHiFF. Thank you, Mr. Chairman. I yield back. 

Mr. Clinger. Well, Mr. Vance, we thank you very, very much for 
your participation this morning and for your very excellent testi- 
mony. We appreciate your presence. Thank you again. 

Mr. Vance. If I may make one more point, Mr. Chairman, that 
just occurred to me. 

Mr. Clinger. Yes. 

Mr. Vance. I think that giving up power is painful and we are 
finding that at our level also. As I said, we are trying to decide 
from the cities what is local and what is regional. This city has de- 
cided to terminate its contract with King County for police services 
and form their own police department and that has caused some 
great consternation at the county level. But this city has decided 
that they wemt to direct that service here locally. So as much as 
it hurts our ego and stuff, we have to let our hands go and let that 
happen. So, I understand how difficult this sort of thing can be. 

Mr. Clinger. Right. 

Randy, I think we have been joined by a mystery panelist. 

Mr. Tate. Right. The mystery panelist that is a familiar face to 
many of us in this area. She is our local State Representative, 
Mary Ann Mitchell, who has served in the legislature going on her 
third year, her second term. I think I got that right. She is doing 
a great job down in Olympia. And the reason why some of the 
State officials like herself nave not been able to be here is they 
have been working long and hard in regards to the whole issue re- 
garding a stadium for the Mariners. But she came and she can only 
stay for a couple of minutes. She wanted to make some comments 
briefly in regards to the whole issue of block grants. Mary Ann has 
been real involved with social service issues in the past and been 
an advocate for those that have been disabled. And she wanted to 
make a couple of quick comments on the effects and her interest 
in the whole block granting programs. I think it would be good for 
the panel to hear from a State legislator if possible. 
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Mr. Clinger. Representative, would you mind? It is a custom of 
our committee that we swear all witnesses. 

Ms. Mitchell. At them or in? [Laughter.] 

Mr. Clinger. Well, sometimes both. [Laughter.] 

[Witness sworn.] 

Mr. Clinger. Let the record show that the witness indicated in 
the positive. 

Thank vou very much for joining us. We appreciate your being 
here and look forward to hearing from you. 

STATEMENT OF MARY ANN MITCHELL, STATE 
REPRESENTATIVE 

Ms. Mitchell. Well, I thank you very much for allowing me 
to 

Mr. Tate. Is your microphone on? 

Mr. Clinger. You have to turn the switch on. 

Ms. Mitchell. There we go. That sounds better. 

First of all, thank you for allowing me to squeeze in. I do need 
to go back down to Olympia to work on the stadium issue. I was 
delighted to hear Chris Vance saying that he was willing to take 
a vote on taxes. That will be happy news for Olympia. 

Second, I would like to thank you for doing this kind of a meet- 
ing in a public school here locally. To bring the Federal Govern- 
ment to tne local school district does more for education than any 
other single thing I can think of that you could do at this point in 
time. It is a benefit to the students here, to the facility and to the 
community to have this kind of a meeting here. So, I want to thank 
you all very much for doing this. 

In terms of block grants, while we were waiting for the summit 
folks to come back out of the Governor’s office — in fact, it was just 
yesterday — some of us with staff and some other members were 
discussing tbiis. We are delighted with the block grant idea. We 
have no problem with that. We have long wanted to make those de- 
cisions locally. We feel that we know what is needed in our commu- 
nity better than the Federal Government does. So to have that op- 
portunity to make those decisions locally is very, very important to 
us. The concern that we have is the rapidity, the rapid pace that 
this apparently is going to be happening in comparison to the mag- 
nitude of what we nave to do to prepare for it. 

When you are preparing a budget locally there has always 
been — or at least since I have been involved in government — that 
portion of the money that was going to come from the feds, and we 
just said well, that is Federal money and that is about as far as 
we dealt with it because it came with the regs attached. We did 
not have to have public hearings on how it was going to be spent. 
In fact, we could not have public hearings on how it was going to 
be spent. We could not make decisions about what to do with it. 
We could not decide that here in the State of Washington we need- 
ed more here than here. We simply had to go by the rules. We have 
to write our own rules now. We have to be able to make the deci- 
sions and do it responsibly on how that money is going to be spent 
and it will take us time to do that because we will go through the 
public hearing process; we will have to write bills; we will have to 
offer them; they will be amended. We have to do that not — I mean. 
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in so many areas. There will be transportation areas; agriculture 
areas; lots of human services areas. In so many different areas 
where as the pendulum swings the other way we will have to make 
the decisions. We do that willingly but it cannot be done overnight. 
So our concern is that it be done very orderly in terms of how 
quickly the States can assimilate it. Ana I suspect some States will 
want to do it more quickly than others. I think here in the State 
of Washin^n you will find us very eager to be involved in this 
process and to get the rules and regs written as quickly as possible 
in order to be as fair as possible to as many constituents as pos- 
sible. 

Mr. Clinger. Thank you very much. 

Any questions? 

Mr. Tate. I have just one quick question, and it is one that 
comes up in — first of all, thank you for taking the time out. I know 
you are on an incredibly busy schedule. One of the issues that 
comes up quite a bit is as we block grant proCTams back out to the 
States that are really directed maybe at a school district or at the 
county service level, what kind of commitment can we get from the 
State to make sure that that money gets to the right places be- 
cause I hear that quite frequently. Is the school lunch program 
going to get to that school? Is the State going to take some of the 
money for whatever particular program to use it to balance their 
budget instead of sending it out to the localities? Has that been a 
focal point — or out to local governments. Has that been a focal 
point making sure that those — ^as we are block granting the pro- 
grams out, as you are preparing the regulations and how they are 
going to be handled, to make sure that they actually get out to the 
people that need it? Not to just, you know, add to tne bureaucracy 
in Olympia, but to actually get it all the way down to, you know, 
the school district or to the social service program, or to transpor- 
tation and the list goes on. 

Ms. Mitchell. Randy, I can assure you in terms of the House 
that that is our mission. That is our goal, local control. We truly 
want those elements to be local decisions. Now, as you know from 
a State level, we have lots of local areas in the State of Washing- 
ton. Our concern will be to make sure that we are fair to each local 
area but that we not burden them with our regs taking the place 
of your regs, but rather that we make the fair decisions on what 
money goes to which local area. But how that money is used within 
those local areas must remain a local decision. That is a commit- 
ment of this legislature, and I certainly hope that it will be an on- 
going commitment that we not usurp the local authority to make 
those decisions. That is where people know what is going on. That 
is where the people know where the pain is and where the rem- 
edies need to come. 

Mr. Tate. OK, thank you. 

I yield back my time. 

Mr. Clinger. Thank you very much for joining us. We really ap- 
preciate your contribution veiw much. 

Ms. Mitchell. Thank you for being here. 

Mr. CUNGER. We are now going to recognize our next panel of 
distinguished witnesses to appear before us. I understand that one 
of the panelists will be here a little later today, but we do, I be- 
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lieve, have the other members of the panel and if they would come 
forward at this time as I introduce them. First is Tom Vander Ark 
who is currently the Federal Way School District Superintendent. 
Prior to his position in education administration he led a distin- 
guished private sector career by leading a management consulting 
practice and providing 7 years of post graduate instruction at the 
University of Denver. We are glad to have him join us this morn- 
ing. 

Paul Sommers is executive vice president of the Northwest Policy 
Center at the University of Washington and is the co-author of a 
leading annual publication on the State of the Northwest economy. 
He is an expert on collaborative strategies to enhance small firm 
competitiveness. We are delighted to welcome you here this morn- 
ing, sir. 

And finally, Richard Zimmerman, who currently serves as the ex- 
ecutive director for the Washington Performance Partnership and 
is associated with the Washington State Quality Award Foundation 
as a board member. 

Gentlemen, we welcome you all. As you heard, we have a custom 
of the committee to swear all of our witnesses. 

[Witnesses sworn.] 

Mr. Clinger. Let the record show that all witnesses indicated in 
the positive. We also would note that your written testimony will 
be included in its entirety in the record and we would ask you, if 
you possibly can, to hold your remarks to 5 minutes. We are not 
going to hold you right to that, but if you could get as close to that 
as possible, we would appreciate it veiy much. 

Mr. Vander Ark, woula you like to lead off? 

Mr. Vander Ark. I would be happy to. 

STATEMENTS OF THOMAS J. VANDER ARK, SUPERINTENDENT, 

FEDERAL WAY SCHOOL DISTRICT; PAUL SOMMERS, EXECU- 
TIVE DIRECTOR, NORTHWEST POUCY CENTER, UNIVERSITY 

OF WASHINGTON; RICHARD ZIMMERMAN, PRESIDENT, 

WASHINGTON PERFORMANCE PARTNERSHIP; AND JOHN 

CARLSON, CHAIRMAN, WASHINGTON INSTITUTE FOR POL- 
ICY STUDIES 

Mr. Vander Ark. Mr. Chairman, committee members, welcome 
to Washington. On behalf of our school board and Principal Ken 
Olsson here at Thomas Jefferson, we really appreciate you being 
here and I applaud the work that you are about. I will keep my 
comments very brief. 

I would like to start by pointing out that I think the Federal 
Government and school districts are facing many similar issues. I 
think we really have a common context that we are dealing with 
and I will summarize a couple of factors really quickly. 

We are both trying to understand how to deal with very dramatic 
social change. 

Second, we are trying to understand how to deal with a new 
economy, a technology driven economy that is really changing the 
needs that taxpayers have and certainly it is changing the needs 
that our graduates have. 
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Third, and partially in response to those first two, the Federal 
Government and school districts have seen a real mission creep 
where we have tried to do more for more people. 

And finally, both school districts, public school districts and the 
Federal Government are both facing a real crisis of confidence 
today because of those first three factors. 

I will make a couple of just very specific recommendations and 
then look forward to the committee’s questions. The first is one 
that was mentioned in your first panel discussion and that is that 
we need to dramatically streamline educational funding. I found 
coming from the private sector that educational funding is incred- 
ibly convoluted. Our funding comes from the Federal (Svemment, 
the State government and from local tax collections and the money 
that we send to Washington comes back to us in the form of a myr- 
iad of programs with very specific program requirements that make 
it very, very difficult for us to operate. I believe really strongly in 
local control; that the teachers and parents of this school are very 
capable of making soimd educational decisions for the students at 
this school. 

I will give you two quick examples. We have an elementary 
school that is about a mile from here and it receives some Title 1 
money for remedial programs. It does just so happen that Title 1 
changed from Chapter 1 and the Federal Government funds come 
to us now with new requirements. We desimate different kids than 
we did last year. So we have had to shuffle teachers around this 
year to deal with that. The needs have not changed but a proCTam 
manager in Washington tweaked the program and the ripple ef- 
fects are felt here. So we have desimated teachers teaching labeled 
students in labeled classrooms and in some situations that is ap- 
propriate, but in many it dramatically hinders an appropriate re- 
sponse developed by teachers, administrators and by parents. The 
same sorts of things are true about vocational education funding 
which is both State and Federal and I think would be far more ef- 
fective if program decisions were made at a local level. 

Now to the question of eliminating the Department of Education. 
As I have said, I would like to see all Federal programs and their 
associated requirements eliminated. The difficulty that the edu- 
cation community has with eliminating the department is eliminat- 
ing the funding that goes along with it. I think that can be accom- 
plished agmn by a means that were discussed earlier of dramati- 
cally reducing Federal taxes 1^ implementing a low flat tax and al- 
lowing school districts and States to fund oasic education. That 
could be implemented with a phased out block program and allow 
school districts and States to augment declining Federal revenues 
and replace those Federal revenues. 

The last point that I make is a secondary issue but it is an in- 
creasingly important one as we do face declining revenues, and 
that is that school districts need to have limited liability because 
of the interpretation of Federal regulations of what is constituted 
as free and appropriate education. We face real serious problems, 
especially with special need students and how the courts are inter- 
preting our liability for medical, social and educational services. It 
is imfortunate that for 80 or 90 percent of our students every deci- 
sion we make is made in an economic context. We need to create 
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the same kind of reform for the special needs programs that has 
been created in the medical community where decisions are made 
in an economic context. And so, some things that would help there 
would be requiring mediation, limiting damage awards and a pro- 
gram of cost capitation. 

I look forward to your questions and comments. 

[The prepared statement of Mr. Vander Ark follows;] 
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Introduction. On bohalf of the Foderol Way Sehoc^ Board and Principal Ken 
Olaaon. Welcome to Tbaakaa JefferKm High SchooL 1 m following atatemmt 
represents my own views tod not necessarily those of] this community, the 
School Board or my fellow employees. 


A Tima to Focna. The federal government sod this school diitilcu thou^ 
very dlfi’ereni in scale, share the need to focus. In f^speoae to unparalleled 
social and economic change, both organisations have! experienced aubstantial 
"ffllsaioa creep.' In attempting to be everything to e^eryiMm, both endtlea 
have stretched their budgetary boundaries and stmgglM to provide a broad 
anay of quality services. These factMS. coupled with giovring consomeritm, 
have created a crisis of eoafideaee with our costomert. I Our reepooae must be a 
new sense of focus on a core act of services that are n|oai important to our 
qustfltners. 


Common Context. The fint role of a dvil aervant a to underatand his or her 

consHtiienf'A reality. My own attempt to oodeixtand tpe ehalleogea of pnblic 

education can be tunimarited in four factors. To aomd extaan dMae faetm pose 
similar challenges to all federal, state and local goveimneat catitiea. 

4 Social ckangt. 0^,r the Iasi tsm decades, we have! grown more d’/erse in 
every respect, f^uadamental change in society has I added tichnesa as well 
as s new act of challeagea to our society. Applymg a *oam>suC‘lha-al]'' 

approach to senriee delivery is becoming mcrsaatngly unracceasfol. 

• New customer reifuiremeiut. Technology has ciea^ a new economy in 
which partic^tmita without basic ^lls find H difficult to be self sufficient. 

• Aiissiom creep. Wc have attempted to addreai maty of these challengee 
with government solutions. This has crtaicd a culture of dependency and 
hu strained OTcr*siretched tax payers. 

• Criiie of confidence. The expert aiodel is dead. Siiideats. parents and 
taxpayers either want to be active^ involved in d^ciaiona that effect them 
or they have reached a point of Indlffevem apathy. In either case, they 
have grown skeptical of govarameni inrtitntjeDa nd their ability to solve 
problems and provide effective service. 


Recoaceptuellatag Berrloe Dsllvory. This commUa context shared by 
goverement and education has created an urgent neejd for fundamental 
change. A throe step approach can be used to rethink Mat we do and how we 
do It The first sup is to understand the current reality. This "ss'is” picture 
should identify proWems and op po r tun ities for improvjemcni. Cioating a 
picture of the future is the second step, lx araat be (oi| became) a widely held 
view of peealbiUties inoluding a sense that s succei sfa l transition it possible. 
The actual trausltioo often inclu d e* pilots prior to fokl ImplemeatatiaD and 
requires significant training, stqrpon and follow np.j 


federal Way School Olstilci is an egusi opportunity and Bfflrrniiive sOion employer. 

Th« Arrion fVI'r* niii*nher is 94i.dl00 
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OptratlDg Prindplet. Transfomifig any organixation it • dlfflciUt 
jovney, but govamne&t emitiet. baing ”of, by. ml fot the people." pose t 
pnrticiilaT challenfe. The foUowisc openUng priacipl^ are oaes that 1 fmd 
to be imponaat: I 

• Focus. Concentrate on iffiponant caatomer omcomes that are within the 

charter. Get rid of eveiythint elae. I 

• Inyolytmtnt. Involve at many people to be Impact by the change at 

possible. I 

• I.oeal control. DeaigD sohitiottt that addreet itesca las close to the customer 

as possible. The Department of Education knows 1 cm abovt what it 
appropriate for the children of this community thin oar teachers md 
parents. I 

• Spetd. Given msM discontent sod high velocity chagc, the qmed with 
which wc transform our institutions will dctetinink our viability. 
AccouHtabtUry. Perhaps more than anything, people want to see their tax 
dollars used responsibly. In Federal Way. we are building a broad-baaed 
report card of Indicators that are important to cm conunonity. 

Specific RacoMMcndadens. Without discnss^ ipeclflc problems (and 
contrary to my own idvise). 1 will conclude with thm fecommendaiicm. 

Limit iiablllty. School districts have beenme the biovider of fint fcaoft for 
medical and social needs while being landed for an) Judged by edneational 
results. Madiadott should be requtr^ nwiinis rittonld te limited, 

payment for private school placemenu shonJd be dtehlblted. and cost of 
care should be cspliaied. | 

• Eliminate the Depanment of Education. Eliminaia all of the special 
programs and sssoeissed requirements. Implement j s short tenn block 
grant program to allow statea and districts to s4)nsi funding levels. "Beat 
practice" rosoarah Is already oaxriad out by aot^or*pro6t organizotiODt. 

• tmpUment a low flat ftdttol income ua. As nsceassry, states and local 

school districts can replace fadarml loading withrint ineraasing the 
sverage tax payers total tax bill. j 
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Mr. Clinger. Thank you very much, Mr. Vander Ark. 

Mr. Sommers. 

Mr. Sommers. Thank you. 

As you noted in my introduction, I am an economist and I do a 
lot of work with economic development organizations at the State 
and local level around the Northwest. I think there are interesting 
examples in the field of economic development that, while it is not 
a major Federal function, may provide some models for thin^ that 
you can do with other aspects of government at the Federal level. 

One thing that we have noticed in the economic development 
field is that too many of the decisions that businesses have to make 
seem to fall right in the cracks in between a variety of government 
agencies. It is difficult enough to get a decision out of a single 
agency, whether it be at a Federal or a local level, but as soon as 
you have to deal with two or three or six, you find out that nobody 
is in charge and there is no way to get your situation resolved. 

We are starting to see I think some creative responses to that 
kind of problem where we find ways of integrating the services so 
it looks to the business person like a single entity is out there and 
that somebody in fact is in charge and a decision can be made. 
They can get their buildings built, their businesses in function. 

We have an example in the Seattle area that I think is very im- 
portant to us. This is a very trade oriented area. We are a bit more 
export oriented than most parts of the country and we have a CTeat 
plethora of entities out there that are supposed to be helping busi- 
nesses figure out how to get into export markets. Some of those are 
private non-profit entities; some of them are funded by State gov- 
ernment and some of them are Federal Government services. We 
are going to have a trade center built by the Port of Seattle in the 
near future where all of those entities are sitting under one roof 
where the staffs can get to know each other. Where the programs 
can look a bit more like a seamless whole to a business person that 
is coming in there looking for some help to get into export markets. 

We have also had an interesting example in the eastern part of 
the State of using new technology to perform that kind of integra- 
tion of services without actually having to build the building and 
put everybody under one roof The Palouse Economic Development 
Council discovered the Worldwide Web and decided that there 
were a number of other nearby economic development councils in 
other counties which were offering some specialized services. There 
was a nearby county that knew a CTeat deal about some specialized 
capital programs that can assist firms with either equity or debt 
capital. Palouse knows a great deal about international market de- 
velopment because of some innovative projects in that county. The 
story went on like that for two or three other nearby counties. By 
linking them all together through a Worldwide Web site businesses 
can now access those specialized services from inside their own 
business establishment just using a little bit of computer tech- 
nology. 

That was successful enough that the State decided that its serv- 
ices could be marketed through the Web site and that has been 
added on. And they are now seeking to add on some organizations 
in neighboring States. So entities in Idaho and Oregon may join 
what would be a rather, hopefully, popular way for business to find 
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a site within that whole Inland Empire region in eastern Washing- 
ton, Oregon and parts of Idaho, and also to access whatever serv- 
ices are available out there. 

I think those are some models that one could apply in human 
services delivery or some other aspects of government. 

The other thing that I think we are turning to more and more 
in the world of economic development is the use of a non-govem- 
mental entity to deliver its services. If you are a business person 
and you are looking for some help with one or another kind of prob- 
lem, it is not a natural act to walk into a government agency and 
ask for help. That is not why you are in business. You prefer to 
deal with other private sector entities. So a response that has been 
used in a number of cases is to deliver services through some sort 
of non-profit, private entity that looks and feels and acts like a pri- 
vate business. 

I think there is a really interesting example of that in Chicago 
in a very industrial neighborhood, about 700 firms there called the 
Greater North Pulaski Development Corp. This entity deals with 
all three levels of government. It is a small business development 
center through a contract with a Federal agency. It is a technology 
transfer center through a contract with a State agency and is a lit- 
tle city hall to get city permits and licenses issues resolved through 
a contract with the city government and the city of Chicago. But 
it is a private entity that is serving just 700 firms within that in- 
dustrial neighborhood in Chicago. This is an excellent model for the 
delivery of services using a creative private sector mechanism still 
accomplishing some pubhc purposes. 

The last thing I wanted to mention is as we go about reorganiz- 
ing and reinventing government, I think it is very important to pay 
careful attention to what we are doing and make sure that we are 
actually getting the results we want rather than just depending on 
any of these sorts of mechanisms. We need careful evaluation of 
what we are doing. And I think there is a very good example with- 
in the Federal Government and that is the National Institute of 
Standards and Technology Manufacturing Extension Program. 
That program has ramped up very, very quickly within the last 
couple of years, but they have done so with very vigorous evalua- 
tion requirements. So we are learning what works or what does not 
in real time as the program is operated. It has been a very, very 
different approach to the expansion of a program than I think I 
have seen in anything else affecting economic development in the 
last decade or so. So, I commend uiat effort to you as a way of 
making sure what we do in reinventing government is actually 
working. It is the kind of evaluation process that should be part 
of every government program. 

With that, I stop and invite your questions. 

[The prepared statement of Mr. Sommers follows:] 
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Modeb for Successful Government Reorganization 


Testimony to the House Committee on Government Reform and Oversight 
October 6, 1995 

by 

Paul Sommers, Ph.D. 

Executive Director 
Northwest Policy Center 
University of Washington 


I am a regional economist and director of a public policy research gTOiq> that focuses on 
strategies to improve the vitality of the economy in the Northwest states of Alaska, 
Idaho, Montana, Oregon, and Washington. With the si^tport of private foundations and 
an occasional public sector contract, my staff and I have investigated many economic 
development, workforce, rural, and envirorrmental issites, seaichirrg for viable strategies 
to improve the competitiveness of firms and the welfare of the people of this region. In 
the last seven years, we have encoimtered a number of situations where government 
reorganization could have removed blockages to improved vitality or increased the 
efficacy of government services. In a few cases, the Northwest has become a model in 
implementirtg such reorganizations. In other cases, sad to say, the best models are still 
of successful efforts in other regions. I will briefly discuss three such models below. 

Infgtmttng SurvfM Ouffvury 

The implementation of laws mandated by the Congress, the various state legislatures and 
local councils is a complicated business, and a complex bureaucracy has grown to 
issue permits, review plans, and enforce regulations affecting businesses and workers. 
Many managers and employees dread having to deal with this bureaucracy, and routinely 
report their frustration with overlapping and inconsistent rules administered by multiple 
levels and agencies of goverrunent with little apparent concern for the frequent cases that 
fall precisely in the cracks. As bad is it is to get a decision out of a single agency, when 
two ate three are involved, perhaps from different levels of government, there seems to 
be no path to a reasonable conclusion, no established process to follow. Businesses 
often fall into the regulaloty cracks when they ^ly for permits and licenses for logging 
near streams or in viewsheds, construction of a building with an unconventional design, 
perh^s on a land with non-standard geological features, or development of a facility 
that will involve new technologies with novel risks. Individuals who suffer an 
occiqpational injury, or get laid off and try to access retraining programs frequently end 
up in the same status, and have fewer resources to cope with this Catch 22 situation. 
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Several strategies have been successfully employed to cope with the problem of 
integrating the processes and programs of several separate agencies that happen to have a 
role in a particular case. A simple, obvious, but seldom used tactic is to appoint a case 
manager who assumes responsibility for timely resolution of a case. If each agency 
leaves the matter to its own separate and often isolated officials, only the business or 
individual client can perform the integrating, case manager role, and this is not where 
the expertise or the responsibility should lie. Responsibility can rest with the agency 
that is first contacted by the client, or it can be assigned in a quick meeting of all 
agencies involved after first contact. This ^rproach was recommended by the Northwest 
Policy Center several years ago to a state economic development agency that had 
problems coordinating its activities with other state and federal agencies, as well as local 
economic development organizations. Our suggestion that the case management role be 
assigned to the local economic development organizations was not eagerly accepted; 
state officials were unwilling to give iq) their turf and suggested that the local 
orgarrizations had insufficient capacity to handle the caseload. These sorts of objections 
are common, but very real obstacles to the case management approach. 

A second approach is to co-locate or cross-train staff of agencies that often must 
coordinate their actions. Local governments have frequently used this ^tproach in 
dealing with land use actions, and state governments are increasingly turning to one stop 
centers for re-employment of displaced workers. The Seattle area is developing a one 
stop center for international trade using a building constructed by the Port of Seattle that 
will house state, federal, and non-profit organizations that assist businesses in 
developing ejqxJtt markets. Co-location avoids some of the turf issues that the case 
manager approach inevitably reveals, while making it much easier for the client to 
access multiple programs. Virtual co-location is now becoming a possibility with use of 
electronic networks, offering yet another alternative. 

Two examples of a matrix approach to service integration come to mind at the state and 
federal level, both involving responses to the dislocations of the timber industry and its 
workforce caused by decisions to provide vast habitats for spotted owls. The State of 
Washington established a multi-agency timber team to coordinate activities of at least a 
half a dozen state agencies involved with economic development or provision of human 
services. The timber team is a multi-agency matrix ^rproach involving temporary 
assignment to the timber team but a permanent affiliation with the home agency. Each 
agency designated one or more persons to sit on the inter-agency team to work out joint 
policy approaches. In addition, human service organizations dealing with 
unemployment, welfare, retraining, and other services established jointly staffed offices 
in several of the impacted areas. The team existed during the last four years of the 
Gardner Administration and was continued during the tenure of the current incumbent. 
Gov. Lowry. It was also successful enough to invite imitation by the federal 
government. 

In atmouncing the economic revitalization aspect of his Northwest forest policy. 
President Clinton established a similar inter-agency team based in temporary offices in 
Portland, Oregon. This team was tasked with carrying out the development of 
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coordinated policy among Interior, Agriculture, and other affected agencies. In addition, 
it implements the decisions of an interagency management committee that responds to 
the recommendations of state level and regional Community Economic Revitalization 
Teams (CERTs) made vp of state and local representatives. The preceding cumbersome 
sentence reflects another of the complicated realities of government The CERTs were 
supposed to allow integrated strategies to bubble up riom the bottom, from the 
communities most impacted by the virtual closure of the federal forests. However, legal 
wrangling resulted in a determination that the CERTs meet the definition of federal 
advisory councils, precluding them fiom actually allocating federal dollars. So a third 
level committee of federal officials only has to actually allocate funds based on the 
recommendations of the purely advisory bodies involving the people directly 
representing affected areas. From all reports, the inter-agency coordination aspect of the 
revitalization program has been modestly successful. Resentment over the purely 
advisory status of the CERTs lingers to some degree however. 

Both of these models involve more or less temporary inter-agency teams. In my 
opinion, these strategies can only be successful as temporary bodies; otherwise they just 
become another layer of bureaucracy slowing down the decision process. The longer 
term solution for problems that do not naturally wither away is to achieve better 
coordination and integration during the legislative process. In many instances, agencies 
would not be struggling with inconsistent regulatory requirements if the problem had not 
been created by the legislative branch of govemmenL 

Short of physical co-location, modem networked computer technology can ease the 
burden of processing s^lications for both clients and bureaucrats, and efficiently 
referring clients to multiple sources of help for which they qualify. Job service centers 
may be able to take basic applicant information for multiple agencies, saving the worker 
interested in retraining or job referrals horn having to answer the same questions a dozen 
times and eliminating diplicative clerical work on the agency end With some cross 
training and efficient network design, intake workers can often point applicants to 
additional programs for which they qualify. Examples can be found in the communities 
of Bellingham and Renton in this state. 

Inoorpormtng Mar1(9t Mee/ianteriM In Snrvlon Dnttvmry 

Market mechanisms are insufficiently used mechanisms to focus and improve 
government services. In the field of economic development, there is a tendency to 
provide services for free, especially if it is the service the provider knows how to 
provide. A better qrproach, staunchly advocated by economic development 
organizaitions in Europe, for example, and used by a few organizations in the U.S., is to 
provide services according to a fee schedule, and to use the clients' collective 
willingness to pay to structure service offerings over time. Supply will res(X)nd to 
demand, if one allows demand to be articulated. The usual epproach of offering a 
service for free to each and everyone who walks in the door guarantees that their will be 
too many clients to efficiently serve, and that the service will be limited in quality and 
depth. 
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Efforts to move towards use of market mechanisms are fraught with difficulty, however. 
For example, Oregon's Economic Development Department assists firms who want to 
enter foreign markets through a staff of sldlled international market development 
experts. For a while, firms were asked to participate in contracts for these services; the 
contracts laid out erqrectations for both the public and private parties, and involved fees 
that partially covered the costs to state government. However, issues were raised 
concerning competition with the private sector, conflicts of interest, and availability of 
staff to service requests from other firms in the state who did not want the depth of 
service involved in the contracts. Therefore, the state has ceased use of the contract 
rqrproach, but is instead trying to balance in-depth work for groiqrs of firms with similar 
goals with separate but shorter contacts with other firms. 

in international market development, government is often in a unique role to help 
business because of its own foreign contacts and because of foreign business 
expectations about government roles. Firms that take advantage of these contacts and 
expectations should be expected to pay for the costs. The level playing field and conflict 
of interest issues are valid issues as well, and must be resolved. Oregon is trying to 
resolve them by establishing a new international trade committee in the legislature that 
will work with the agencies and interested businesses to devise a set of rules that make 
sense. 

Europeans are often more flexible on these matters, and some models are apparent that 
could be adapted to U.S. circumstances. Free help may be available from a public or 
semi-public entity such as the Swedish Trade Council. However, after a limited period 
free service, a fee schedule is ^rplied, and after a period of woric on a fee basis, the 
entire arrangement may be privatized, including movement of a valued consultant from 
the public Trade Council payroll to a private payroll. To ensure a seamless movement 
from public to prtvate, and to ensure that the public sector consultants are 15) to date, the 
Trade Council contracts with private consultants for no more than one half of their time. 
Thus, there are built in incentives to move the client to a private relationship over time. 
Playing fields cati never be exactly equal, but the Trade Council staff claim that their 
system breeds such a demand for private sector trade consultants that the private industry 
tends to stqrport the Trade Council program. Another interesting feature is that the 
Trade Council itself is a public-private partnership, further blurring the lines between 
public and private in Sweden. Some aspects of this system may be useful at the state or 
federal level in the U.S. 

In British Columbia, the problems encountered in Oregon are avoided by contracting 
with a semi-private entity to carry out trade promotion. BC Trade offers many services 
on a fee basis, and is increasingly organizing firms into groups or networks with similar 
and compatible goals. This allows cost efficient trade promotion services to be offered 
to smaller firms. The semi-private status and businesslike climate of BC Trade insulates 
the provincial government from some of the conflict of interest and equity issues that 
doomed the fee-for-service approach in Oregon. A provincial ministry still exists to 
handle information requests and other traditionai limited service programs public 
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economic development agencies provide, permitting BC Trade to offer in-depth services 
to a paying clientele. At the same time, BC Trade is seen as closely aligned with 
government, giving it a degree pf publicness that is useful in conducting its business 
abroad. 

Ualng PubKo-Prtvmtm PartnunMp* to DaKvv SarvfeM 

The Swedish Trade Council and BC Trade examples bridge over into another type of 
government reorganization, use of public-private organizations to deliver services. I use 
the phrase "public private partnerships” to describe hybrid organizations that pursue 
agendas developed in cooperation between the public and private sectors. 1 deliberately 
focus attention on public-private partnerships in contrast to the term "privatization" 
which often refers to setting ip private organizations to compete with public ones. With 
the difficulties of creating a level playing field while also pitrsuing essentially public 
goals in mind, I find the partnership r^iproach is often more attractive. 

Successful models of semi-public organizations include industrial networks and 
associations. WoodNet on the Olympic Peninsula in Washington has used funds from 
foundation grants and public contracts to provide significant market development 
capacity to very small woodworking companies whose idea of marketing was often 
limited to loading the station wagon with knick knacks and heading for the weekend 
craft fair. This level of marketing supported hobbies but few job and significant income 
generating businesses. Now these same small firms ate participating in regional and 
international home shows, producing catalogs for nabonal distribution, and getting their 
craft products into jitried TV marketing shows. Networks have sprung iq> all around the 
country with assistance fiom state and ferkral programs. Examples can be found in 
textiles, aerospace subcontractors, metal fabrication, plastics, wood products, and other 
industries, with goals ranging from export market development to workforce skill 
development to ISO 9000 qualification. Their ability to leverage limited public support 
with private philanthropic funds and their own private resources produces a targeted 
regional development impact that serves all participants' needs. 

Sometimes an association is a better model than a network. In Oregon, a state 
appropriation has assisted the formation of a secondary wood products association that is 
developing training programs for member companies and leaching financiers how to 
evaluate industry members seeking debt and equity coital. In Washington, the state 
provided staff services to launch associations in software, biotechnology and 
environmental technology that are now self sufficient. However, state govermnent still 
provides targeted international marketing assistance because the associations and their 
members feel that this service can be provided better by the government than by a 
private agency. This is a nice example of a maturing partnership between public and 
private sectors in rs^idly growing industries that provides benefits to both sectors. 

An excellent example that shows how complicated yet useful a hybrid partnership model 
can be is found on the west side of Chicago. The Greater North Pulasld Development 
Corporation provides SBDC small business counseling and technology transfer services 
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to over 700 industrial companies in its neighborhood. It also functions as a little city 
hall to handle city permit and license matters. In addition to these activities aimed at the 
bottom line of its members, it also functions as a civic or community organization. It 
organizes neighboihood cleanup drives and finds sponsors for the youth sports teams. It 
finances its efforts through fees, contracts with state and local government, and 
foundation giants. The closest analogy to this hybrid organization I have seen is the 
sectoral service centers in Emilia-Romagna, Italy; these centers have been quite 
important in restructuring the northern Italy economy into one of the entrepreneurial 
powerhouses of Europe. An example closer to home and inspired by the Italian 
examples is the Garment Industry Development Center in New York City. Cut and sew 
shops, and well as textile product designers, belong to this Center which was established 
with public, private business, and labor st^^rt. It offers maintenance and master sewer 
classes to members, and organizes quick response networks among member firms to 
meet retailer needs in a i^dly changing high fashion women's clothing market. 

These partnership models have many lessons for local and state government, and private 
sector leaders interested in regional development However, they seem to be more 
troublesome when extr^lated to the federal level. The electronics industry consortium 
SEMATECH comes to mind; it was praised by some but excoriated by others. At a 
national level, the diversity of private sector interests makes it far mote difficult to form 
effective partnerships, and antitrust issues are more difficult to manage as well. One 
implication for the federal government is to be alert for the opportunity to siqrpoit such 
local partnership organizations by contracting with them or granting funds for the 
r^idly diminishing resources of business oriented grant and loan programs. In addition, 
programs in such departments as Small Business, Labor, and Commerce may find it 
advantageous to deal with groups of firms rather than individual companies to extend the 
reach of their services. 

Conolu9lon9 

Successful examples of government reorganization can be found in creative efforts of 
local and state government to leinvigorate their local and regional economies. Strategies 
used at these levels of government include: 

• service integration or one stop shopping, 

• incorporation of market mechanisms in service delivery, and 

• public-private partnerships 

Some of these ideas can be directly used in federal government, while others can be 
incorporated as responsibilities are shifted from federal to state or local goveiiunent 
through block giants and other means. Remaining federal service providers can often 
work through iimovative local organizations using some of these ideas. 

One or two words of caution are in order. “Re-eingineering of government” is often 
used in the same breath with "cutting the budget." These two phrases are not 
synonymous. As many private sector leaders have learned, re-engineering is a long term 
and sometimes expensive investment process. For example, Boeing executives involved 
with their quality improvement program have had a great deal to say on these topics in 
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the last few years. Cost saving and improved quality will come down the road, but one 
cannot always etqtect short teim cost savings if significant re-organization is to be 
achieved. Second, many of the ideas being tried by state and local government are 
experiments that have not yet been sufficiently evaluated. Re-oiganization needs to be 
accompanied by significant evaluation efforts to make sure it is working. The National 
Institute of Science and Technology's Manufacturing Extension Partnership program is a 
model in this regard; extensive evaluation efforts have accompanied the series of grants 
to establish local extension centers in industrial centers around the nation. Similar 
efforts should accompany the initiatives resulting from this hearing. 
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Mr. Clinger. Thank yc,. very much, Mr. Sommers, for your very 
helpful testimony. 

Now, Mr. Zimmerman, please. 

Mr. Zimmerman. Mr. Chairman and members of the committee, 
thank you for the opportunity to appear here. 

I would like to share some points about our Washington Perform- 
ance Partnership, the vision for our agencies, our approach in 
where we are, and just emphasizing this is one of the set of activi- 
ties that are going on down at the State to try to improve our oper 
ation. 

Washington Performance Partnership was enacted in March 
1994. The central theme of the act is to improve State operations 
in terms of customer focus, accountability and efficiency. The act 
established two entities. One is the council. It is a decisionmaking 
organization. This is made up of the senior State elected officials, 
the Governor, the majority and minority leader of the House and 
Senate and two State-wide elected officials, which are currently our 
State auditor and the superintendent of public instruction. 

There was one other entity established which was in what they 
call an operating committee and this is a public/private entity 
made up of agency people; agency heads; senior staff from the legis- 
lature; the head of the largest union in the State; along with pri- 
vate members from Boeing, Weyerhaeuser, Pacific Lutheran Uni- 
versity to name a few. 

This legislation is unique in that it provides the opportunity to 
make some significant changes by the formation of a legislative ex- 
ecutive and a private/public partnership. The opportunity that we 
have taken as our immediate focus is in the executive branch and 
more specifically in the agencies. 

Two key elements are key to our vision. The first is that the exe- 
cution of sound management practices is critical for successful im- 
plementation of agency objectives. And today, as many others have 
mentioned. State government is facing the same change pressures 
that impacted private industries throughout the 1980’s. We have 
people just coming from — State customers just coming from buying 
a pair of shoes at Nordstrom’s going in to get their drivers license 
and expecting, and should be getting, exactly the same type of serv- 
ice. So the change where customers have learned more about serv- 
ice through the private industry is impacting State very heavily 
today. Given this, we recognize that we the government agencies 
that are focused on their mission and goals need to be very clear 
about what they are to do. We need agencies that are flexible and 
adaptable that can deal with changes, and these are changes that 
come from any direction; that they understand their customers, 
how to serve their customers, and they continually work to gain ef- 
ficiency and effectiveness, and this is not just in small steps but 
sometimes in very large jumps. 

Our approach. We have developed a management model that is 
a framework, a structure against which we are encouraging agen- 
cies to innovate. A few comments about it. It is a framework for 
managing an agency. It contains the basic management principles 
that one needs to pay attention to. It concentrates on leadership. 
We are demanding — ^and I will use the term demanding — that lead- 
ers do their job, \^ich is to set the direction and use that direction 
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to motivate, focus and align their agencies on the effort to attain 
the what or the outcome. 

The model is systemic, meaning we just cannot put our efforts 
in any one particular place because then it becomes unstable. We 
need to look at all management practices. It relies heavily on feed- 
back, self-assessment and proactive interfacing with the customers, 
the citizeniy and the legislature. We are providing a set of whats 
not hows. We are leaving the how up to the agency. So there are 
no forms, no detailed specifications and no requirements that we 
want agencies to go back and redo it in the new format that we 
are talking about. 

Our approach has some very basic beliefs. The first is, we believe 
that agencies must fix themselves. Input and feedback — ^input and 
feedback from external sources is important and very valued, but 
we have found — and this primarily comes from the private sector — 
that without structure and the basis for improvement within the 
agency and without strong agency focus and management these 
recommendations and ideas oo not get the impact desired. This 
model includes the structure for this improvement and focus. We 
need to put in place effective employee empowerment, and this is 
not just sending employees throu^ a 3-hour class and telling them 
they are now empowered. We need to make sure that employees 
understand their role in the agency and are empowered to achieve 
it. Implementing this model assures that understanding takes 
place. 

We must make sure that our agency direction ties to the expecta- 
tion of our board of directors which is the legislature, as they are 
the primary interpreter of our public wealth. 

A few otoer points about the management model. None of this 
is rocket science. None of it is new, we have not invented a thing. 
It works because it has been proven in successful private busi- 
nesses all across the United States and we are not alone. This past 
weekend I had the opportunity to talk with folks from Georma, 
Oklahoma, South Carolina and Utah. Their approach is similar. 
Texas, Oregon, Alabama and other States are also moving in this 
direction. Vmile it is not new and it is not complex, it is still dif- 
ficult. It is difficult to take the time away from the daily battle. It 
is difficult to draw that line in the sand that sets our direction and 
it is difficult to establish the yardstick against which we will meas- 
ure success. In short, it is difficult to lead but that is what we are 
talking about. 

Where we are today is we have concentrated our efforts on our 
m^or agencies. We have trained what we call an agency internal 
consultant — one of the senior management people — in the concepts 
of the model; for them to take the information nack and work with 
their senior management team within the agency; understand the 
principles; determine how best to apply them and to develop their 
own implementation plan. And we say their implementation be- 
cause the agency has to own this process, and further because we 
recognize agencies differ. They have different requirements, dif- 
ferent needs and they are also in widely differing places on the 
management continuum. 

Our Governor is initiating executive briefing sessions with all the 
agency managers during the next 2 weeks — the agency directors in 
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the next 2 weeks. The objectives of these sessions will be to gain 
agency director support and to ensure they clearly understand the 
model and their role in implementing it, and currently there is ac- 
tive implementation going on in most of these major agencies. 

We have a framework here the State can use. It concentrates on 
leadership and direction so that improvement efforts are focused on 
the areas critical to success and we are building that solid founda- 
tion that allows us to design successful change to respond to the 
pressures for now and the future. 

Thank you. 

[The prepared statement of Mr. Zimmerman follows:] 
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Mr. Chainnaiv members of the committee, my name is Richard Zimmerman and 
I am the Director of the Washington Performance Partnership. Thanlc you for the 
opportunity to appear today. 

I would like to share with you some points about the Washington Performance 
Partnership, some key learnings at die state, our vision for our agencies, our 
approach, and where we are today. 

Washington Performance Partnership 

The Washington Perfonnance Partnership was enacted in March 19W. The 
central theme in the act is to improve state operations in terms of customer focus, 
accountability and efficiency. The act establ^ed two entities for direction and 
guidance. 



Govarnor 

Speaker ef the House 
House Minority Leader 
Genets Majority Leader 
Senate Mlnorl^ Leader 
Two Statewide Elected Offlelala 


Director of OFM 
Agency OIrscton 
Public Employees 


Legislative Siaff 
Union Director 
Privets Sector Experts 


The Gnincil is the decision-making and direction setting body. It is comprised of 
the Governor, the majority and minority leaders in the House of Representatives 
and the Senate and two state-wide elected officials, currently the State Auditor 
and the Superintendent of Public Instruction. 

The Operating Committee is targeted at program design, support and 
implementation. It is staffed on a 50/50 basis with private a^ public 
representation. Included are agency directors, senior Senate and House staff, 
agency supervisors, die director of die largest state union, and private sector 
leaders fr^ organizations such as Boeing, Weyerhaeuser and Pacific Lutheran 
University. 

This legislation is unique in that it provides the opportunity to make significant 
changes by die formation of a legislative • executive and private - public 
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partnership. The opportunity diat we have taken as our immediate focus is the 
executive branch and in specific the agencies. 

I have sf)ent the majority of my career at Weyerhaeuser, was asked to coordinate 
this effort and joined the state, full-time, in November, 1994. 

Key learnings at the state 

With the overall goal of impacting state government through customer focus, 
accountability and efficiency improvements, we identified two key learnings that 
stood out from the rest. 

The first is sound management practices. The execution of sound martagement 
practices is critical for successful implementation of agency objectives. We found 
exceptional agencies where ttiey understand the practices' importance and this is 
evident through their actioits. And, most agencies had some elements of sound 
management practices in place. But we did not find agencies where d\e 
management practices were integrated into an overall management system. 

The second learning has to do vhth change. Private industry has been dealing with 
rapid change since we first felt the pressures from the Japanese quality products. 
Today, state government is facing the same change pressures that impacted 
private industry oiUy there is a key difference. Pressures for governmental 
change did not occur at the same pace and time as in private mdustry. They 
lagged behind. And it's not unlike water backing up behind a dam. Now Ihe 
spiU gates are open and the pressures of change are buffeting goverrunent. And 
they are having a tough time with it State govemmenf s customers have learned 
from the private sector what good service is. After buying a pair of shoes at 
Nordstroms, our state customers go down the street to get a driver's license and 
expect the same treatment. 

Our vision for the agencies 

Given these key learnings; the importance and application of solid management 
practices and the knowledge that change is occurring, and as Toffler said many 
years ago, will continue to occur at an ever increasing pace, we recognized that 
we need government agencies that 

■ Ate focused on their mission and goals; the what they are to do 

• Are flexible and adaptable 

■ Can deal with changes; changes that come from any and all directiotts 

• Understand their customers and how to serve them 

■ Continually gain efficiency and efiectiveness, and not just in small 
steps, sometimes in large junq^s 
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Our approach 

We have developed a Management Model diat is a framework, a structure 
against which we are encouraging agencies to innovate. A description of the 
Model is in the attached text so I will not go through it in any detail. There are a 
few comments I will add: 

> It is a framework for managing an agency, containing the management 
practices one needs to pay attention to. 

■ It is concentrates on leadership. We are demanding that leaders do 
dieir job - which is to set dire^on and to use this direction to motivate, 
focus and align their agency to attain the "what” or the outcome. 

■ This Model is systemic. We cannot just put our management efforts in 
any one place. All elements must be included or the structure is 
unstable. 

■ It relies heavily on feedback, self-assessment and proactive interfacing 
with customers, citizenry and legislature. 


Fecdbadi Loop 



In this Model we are providing a set of "whats" not "hows". We are saying to 
agencies that this is what you must take into consideration and accomplish if you 
are going to be successful. We leave the "how" up to them. So there are no 
forms, no detail specifications and no requirements that agencies must "redo" 
what they've already done to conform to our "way". 
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Out approach is foimed from some basic belief, many of these from the 
collective experience of our Operating Committee - the public/ private entity: 

• Agencies must "hx" themselves. Input and f^badk from external 
sources is important and valued. But we have found that witihout the 
structure and basis for Improvement within the agency and without 
strong agency focus and numagement, the external recommendatiot\s 
and ideas simply do not have the impact desired. This Model includes 
dus structure. 

■ We must put in place effective employee empowerment, where all 
employees understand their role in the agency success and are 
empowered to achieve it. Implementing the Model ensures this 
understanding and empowerment takes place. 

■ We must make sure our agency direction ties to the expectations of our 
Board of Directors, die legislature, as they are our primary interpreters 
of public will. The Model emphasizes the linkage of the agency 
mission to the statutes and directions from the legislature. 

Let me emphasize a few final points about the Management Model: 

■ None of this is rocket science. 

■ None of this is new. We haven't invented anything. 

■ This works because it's been proven in successful private businesses all 
across the United States 

• We're not alone. This past weekend I had the opportunity to talk with 
folks from Georgia, Soutii Carolina and Utah. Their approach is 
similar. Texas, Oregon, Alabama and other states ate also moving in 
this direction. 

■ While it isn't new or complex, it is difficult. It's difficult to take time 
out from the daily battles at work. It's difficult to draw that line in the 
sand that sets our direction. If s difficult to establish the yardsticks 
against which we'll measure success. In short, if s difficult to lead but 
thaf s what this is about. 

Where wc are today 

We have concentrated efforts on our "major" agencies, major by size and scope. 
In these agencies we have "trained" an internal consultant - a senior agency 
manager - in the Model concepts, elements and in facilitating its application in 
their agency. This internal consultant's role is to work with their agency senior 
management team to help them understand these principles, determine how best 
to apply them, and to develop their own implementation platt We say their 
implementation plan because agencies must "own" this process and because we 
recognize tiiat agencies differ. They have difierent pressures, different demands, 
and tivey are at different places on the management continuum. 
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Our Governor is initiating Executive Briefing sessions wirii all the agency 
directors during ttie next two weeks. The objectives of these sessions will be to 
gain agency director support and to ensure they clearly understand the Model 
and their role in implementing it. 

Currently there are active implementations underway in most of these agencies. 
Several have gone back to square one, for example, starting with the mission 
statement, goals and objectives. But many already had positive work underway 
and are folding that into the Model. 

In addition, we have formal interest from Ohio, Oregon, King County - Metro 
Task Force, City of Seattle, and Thurston County to better understand the Model 
for possible application there. 

Summiry 

We have a framework that aU state agencies can use. 

We concentrate on leadership and direction so improvement efforts are focused 
on the areas critical to our success. 

We are building the solid footing that allows us to design successful change to 
respond to the pressures from now and the future. 

We are in the early stages of our journey with many avenues yet to travel down 
but we feel confident this basic Model prove its merit as our guide. 


Thank you. 
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Mr. Clinger. Thank you very much, Mr. Zimmerman. 

We have been joined now by our fourth panelist on this ptmel, 
John Carlson, who serves as chairman of the Washin^n Institute 
for Policy Studies and also I am informed hosts the highest rated 
afternoon radio talk show in Seattle. I thought that was Dr. Krane 
but I guess it is you. [Laughter.] 

He originated the phrase of “three strikes and you are out” anti- 
crime concept and writes a widely circulated weekly column that 
apmars in newspapers across the State of Washington, and we are 
delighted to have you with us, Mr. Carlson. It is a custom of this 
committee that we swear all witnesses so as not to prejudice any 
witness. Would you object to being sworn? 

[Witness sworn.] 

Mr. Clinger. Let the record indicate the witness indicated he did 
not. 

Mr. Carlson, the floor is yours. 

STATEMENT OF JOHN CARLSON, CHAIRMAN, WASHINGTON 
INSTITUTE FOR POLICY STUDIES 

Mr. Carlson. Mr. Chairman, thank you. First, I would like to 
thank all the members of the committee, particularly those not 
from Washington State for taking the time to visit western Wash- 
ington today and to Congressman Tate and Congresswoman Smith 
also for helping to arrange and be here for this committee hearing. 

Mr. Chairman, today’s hearing is about creating a 21st century 
government. My first request is that you not wait that long. [Ap- 
plause.] 

We may not know how to solve all the problems in our society; 
we do know how not to solve them. In August 1964, Lyndon John- 
son — President Johnson launched the war on poverty with the fol- 
lowing words, “The days of the dole in our country are numbered”. 
T^ey are 30 years numbered so far. [Laughter.] 

And clearlv it just was not working. I would like to suggest, Mr. 
Chairman, tnat Congress adopt a guiding standard for everything 
it does that can be summed up in a single sentence. If we were not 
doing things this way to begin with, would we start doing so today? 
In other words, would we create a Rural Electrification Administra- 
tion today? I do not think so. Would we in this day and age of cable 
TV and dozens and dozens and dozens of ch8mnel selections, would 
we create a public broadcasting system? Probably not the best use 
of Federal taxpayers’ money. Businesses live or die by this stand- 
ard and, of course, government policies succeed or fail. The problem 
is getting government to acknowledge either A when it has failed 
or sometimes B when it has succeeded and no longer needs to be 
involved and get out of the way. 

I think today’s welfare state is a perfect example of a failure that 
has not been acknowledged and not been dealt with imtil this Con- 
gress came along. I, for one, would like to commend this Congress 
for senchng welfare — being prepared to send welfare back to the 
States. I think these promems can best be solved much closer to 
home than at the Federal level. It is a good start, but I would em- 
phasize that it is only a start. 

Government anti-poverty programs tend to cope with problems. 

In fact, Senator Daniel Patrick Moynihan a Democrat from New 
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York once wrote a very intriguing book about government entitled 
“Coping’. In most major cities, you will see homeless shelters that 
read operated by the government and some by local private organi- 
zations, usually churches. Seattle has one. It is called the Union 
Glospel Mission. Now from a distance, like say from Washington, 
DC-— Daughter.] 

These two shelters are doing the same thing, but they are not 
and it is important to notice that and to acknowledge that. Govern- 
ment homefess shelters are coping with the problem of homeless- 
ness. They dole out food and shelter to people who want it. Private 
or church run shelters are curing the problem of homelessness. 
Their aim is to actually change behavior that made someone home- 
less in the first place, and ladies and gentlemen of the committee, 
that is what I would suggest we need to start doing in the 21st cen- 
tury. We need to start curing our problems instead of coping with 
them. Now that does not mean that government at the Federal, 
State or local level is necessarily the smution to these problems. In 
some ways government has exacerbated these problems. Sometimes 
the government can do its best by simply not doing any more harm. 

The homeless shelters that work best — I am thinking of one with 
a national reputation in Chicago. While 40 percent of the people in 
Chicago’s homeless shelters go back into the shelter system, only 
5 percent from this one homeless shelter. And I asked the woman 
who conceived of and runs this — and she is a nun from the Chicago 
Archdiocese — and she said my biggest problem is the Federal Gov- 
ernment and local government does not help much either, because 
what we want to do requires that we have the maximum flexibility 
for exacting standards. And the institutions that give freedom its 
CTeatest capacity to help people live better lives — I am thinking of 
the church and synago^e, the family, the school and the neighbor- 
hood — all of these institutions are weaker now than they were 30 
years ago. Government is much bigger and much more expensive 
and much more bureaucratic than it was 30 years ago. I do not 
think this was intended. I think it was in fact accidental, but it is 
not a coincidence. And I would request that this Congress before 
voting on any future legislation asK itself the following question. 
Will fliis vote strengthen those institutions or will it weaken those 
institutions? Because it is precisely those things, family, school, 
neighborhood, the church and synagogue where not only will we 
find the cure for some of these problems in society today, but we 
will prevent these problems from expanding. 

Thank you. 

Mr. Clinger. Thank you. [Applause.] 

Mr. Carlson, thank you for an excellent statement. Before I rec- 
ognize Congressman Tate for any questions he may have, I do want 
to acknowledge the arrival of another member here who is joining 
the committee. Congresswoman Linda Smith from the Third Con- 
gressional District of the State of Washington. She serves on the 
Small Business Committee and also the Resources Committee. We 
are delighted to have you join us, Linda. Would you have any com- 
ment that you would like to make? 

Ms. Smith. No. 

Mr. Clinger. Oh, very good. That is unusual for a 
Congressperson, I will tell you. [Applause.] 
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Congressman Tate. 

Mr. Tate. Well, first of all, I would like to thank the panel. I 
think this has been incredibly insightful. As someone who serves 
in Congress, I saw a lot of nodding heads on our panel as each one 
of you were talking. 

I will start with John Carlson for starters. I agree with you. The 
people I talk to in regards to a 21st century government want it 
today. In fact, more people are afraid we will not go far enough in 
our efforts than the fact that we may go too far. I hear that over 
and over while I am home. 

You made a couple of comments regarding block grants and send- 
ing proCTams back out to the States. How much — how much should 
the Federal Government be involved in setting the criteria for 
these programs or should they be sent out just as one lump sum? 
The debate over welfare, for example, in regards to a child cap ver- 
sus just letting States decide if there should be a child cap, or 
should there be work requirements, or should it be 2 years or 5 
years. How involved should they be? 

Mr. Carlson. Congressman Tate, the less the Federal Govern- 
ment has to do with welfare policies the better. [Applause.] 

We have 50 State governments that can serve as laboratories for 
showing, you know, the Nation and each other which program 
works best, which policy will work and I think it is very debatable 
what will work and what will not work. We definitely know what 
will not work. We know that a guaranteed Federal income will not 
work. We tried that and experimented with it. We know the cur- 
rent system does not work. Most importantly, we know that even 
if a program is intended to do the right thing — there was welfare 
reform in 1988 — ^Washington, DC is too far away to make it work 
effectively. Therefore, I would say that not only when it comes to 
welfare, but a host of other domestic problems in this country or 
domestic issues in this country, including education, the Federal 
Government should simply send as much back to the people as pos- 
sible. 

Mr. Tate. Thank you very much. You hit it right on the nose. 
The other part of my question would be, you referenced getting 
churches and synagogues and other private organizations more in- 
volved. Sometimes these organizations are also saying do not 
change the system at the same time they are currently involved in 
social services. How do we work through that? 

Mr. Carlson. My view is that many of these church based insti- 
tutions that have lobbied have acclimated themselves to the status 
quo. They do not necessarily like it, but they have gotten used to 
it. Another thing I would point out is that you will often hear Af- 
ferent testimony from people who are on the street level dealing 
with problems than you will from people who are lobbying you in 
Washington, DC. ^d again, the reason I would like to thank the 
committee for being out here today is for getting closer to the peo- 
ple. And the closer you get on not only welfare and homelessness 
and education, but law enforcement — ^you know, talking to police 
officers rather than police officials and what-not, the closer I think 
you are going to get to the actual solution. 

Mr. Tate. Thank you very much. 
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A couple of other questions for Mr. Vander Ark in regards to edu- 
cation. I could not agree more. I think that we do need to get rid 
of the U.S. Department of Education and the people who fill those 
many buildings. [Applause.] 

And I use this example over and over again, the fact is that the 
people that fill that big building back in Washington, DC that 
spend billions of dollars on every single year do not have a clue 
where Thomas Jefferson High Scnool is; ao not have a clue where 
the Federal Way School District is; do not know how to pronounce 
Piwallup let alone spell Puyallup. [Applause.] 

So why should they be making the decisions regarding the needs 
and concerns of those children because our superintendents are 
paid to do that job. We have parents; we have school board mem- 
bers; we have got teachers; we have got concerned citizens. 

I would be real interested to see — as you say, as we downsize — 
your feeling regarding — and give us some insights — how much of 
your time and your staff is spent filling out just Federal paperwork 
that goes along. For example, the Goals 2000. As the money comes 
so do the strings that are attached. How much of maybe your time 
or your staffs time calculated into dollars, if you know. If you do 
not know, it would be great if you could follow up because I would 
like to equate that to how many lost teachers are not in the class- 
room because we are spending money filling out paperwork from 
the Federal Government just so we can get more money. I would 
be very interested to find out what the real cost is for teachers in 
the classroom. 

Mr. Vander Ark. That is a good question. It is frustrating for 
me to look at our budget and know that — we have made investing 
in the classroom a rem priority and we spend about 70 percent of 
our budget in the classroom. We have our administrative cost down 
to less thfin 12 percent and several percent — several percentage 
points, which for us is several million dollars is involved in pro- 
gram administration. It is because of the complex nature of State 
and Federal programs that we need a very well trained staff of pro- 
CTam administrators to try to understand the complex legislation 
uiat guides these programs. So, I am sure there is an oppor- 
tunity — I guess I would say it is difficult for us to continue the 
work that we are trying to do of reducing administrative cost and 
invest in a classroom with all of the legislation that exists. 

Mr. Tate. OK. Thank you very much. 

Mr. Chairman, my time has expired. I ^eld back. 

Mr. Clinger. Thank you ve^ much, Mr. Tate. 

Before I recognize Mr. Schiff, in line with your remarks about 
bloated bureaucracies, and there certainly are bloated bureauc- 
racies in Washington as I suspect there are at all levels of govern- 
ment, I am reminded that one of the largest in terms of people and 
bureaucracy is the Department of Agriculture. They tell the story 
about a Department of A^culture employee on the steps of the 
Department who was sobbing uncontrollably, was terribly, terribly 
distraught. He was asked why are you so upset? What is the prob- 
lem? Did somebody in your family die? He said, no, my farmer 
died. [Laughter.] 

Every bureaucrat had his own farmer. [Laughter.] 

The gentleman from New Mexico. 
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Mr. SCHIFF. Thank you, Mr. Chairman. 

Mr. Carlson, if I am connecting the right person with the right 
background here, I believe that you were instrumental in helping 
to pass Washington State’s three strikes and you are out law; am 
I right about that? 

Mr. Carlson. Yes. 

Mr. ScHiFF. Let me tell you that those that rate us on our votes 
in Washington and those who i>ut labels on us — which I have never 
liked because I have always tried to cast individual votes on every 
issue — ^usually rate me on the moderate side of the Republican 
Party. I can tell you though that on the issue of law enforcement, 
you cannot get to my right very easily. You have got to pry to get 
in there. So, I would like to ask you how the three strikes is three 
violent crimes as written. When was that passed? 

Mr. Carlson. We passed the first three strikes you are out law 
in the country in November 1993; 76 percent of the people voted 
for it. 

Mr. ScHiFF. And how many people have been sentenced under it? 

Mr. Carlson. It applies to the 40 — it applies to 40 violent felo- 
nies, all class A felonies and violent class B felonies and about 50 
up to now have been sentenced. The purpose of three strikes — and 
again, this is the difference between a local decision versus a Fed- 
eral omnibus crime bill. Federal bills have a law enforcement side 
and a sentencing side and a social program side and what-not and 
frankly so do State governments. My suggested alternative is that 
instead of one big shotgun blast, you have a series of rifle shots. 
Three strikes you are out was aimed at a particular problem in 
crime and that is violent criminals who continue to commit violent 
crimes. Believe it or not, two-thirds of all violent crime in this 
countiy is committed by less than 10 percent of the criminal popu- 
lation. It is a small number of criminals who do most of the dam- 
age irt society. And so, we crafted a law that aims specifically at 
those people. The good news from law enforcement personnel and 
now statistical evidence also emerging is that it has been a wonder- 
fiil deterrent. As one police official told me, it is the one law that 
actually scares these criminals and most criminals are not usually 
mindful of the law. This one has got their attention. This one has 
some bite. 

Some States have more severe three strikes laws. California’s is 
tougher. Georgia is up to two strikes you are out on some crimes. 
Other States nave three strikes you are out in name and it does 
not really apply to many crimes regrettably. It was great to hear 
the President of the United States, during his State of the Union 
Address say three strikes you are out, but the Federal legislation 
only applies to a very few crimes. 

But we sent violent criminals a message and word is they are re- 
ceiving the message. 

Mr. ScHiFF. Wdl, let me just say congratulations on that effort. 
I was a career prosecutor before I went to Congress, but I also de- 
fended criminal cases for a couple of years, so I have seen that 
side. I want to agree with you — ^I might differ a little on statistics, 
but I want to agree with you that probably the No. 1 problem — not 
the only problem but the No. 1 prolalem we have in fighting crime 
is the career criminal. You are quite correct that there are more 
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than one three strikes and you are out bills out there and laws. We 
have one in New Mexico that I do not know has ever applied to 
anybody because it was written in such a way that you have to kill 
somebray on Tuesday night if there is a full moon before you get 
strike one. [Laughter.] 

And the lemsiature did that so they could pretend they had done 
something when they knew they had not. 

Mr. Car! 30 N. We once had a legislature like that. [Applause.] 

Mr. SCHIFF. Let me say with respect because I am not here to 
tell Washington State what to do. Let me say that I think the 
broader the three strikes bill the better. In my judgment, a career 
criminal — first of all, the so called non-violent criminals are net al- 
ways non-violent. A burglar is caught, a burglar might be dan- 
gerous. Second of all, in straight economic terms, a career thief — 
even assuming that person is non-violent, which again, is an as- 
sumption I would not make, a career thief steals day in and day 
out, not just on those three occasions they happen to be caught. 
And it is mv iud^ent that the three strikes and you are out, na- 
tionally and locally should be for all felonies because even on a 
straight economic basis, not considering violence, a career thief will 
steal more than the maximum estimation of what incarceration 
costs. And it is not that I am in love with prisons, it is not that 
I do not want to see alternatives for appropriate people, but once 
a person is self-identified as a career criminal which means — I 
know you know this, but just to make sure it is emphasized — not 
three felonies in a row. But a conviction, going through the process, 
if you decide to do it again, a conviction and so forth. Once a person 
has self-identified themselves as a career criminal, we need to get 
them off the street, and to me it is whatever kind of crime. But I 
want to congratulate you on the efforts you did to get that passed 
in the State of Washine^n. 

Mr. Carlson. Thank you. And to conclude. Congressman, now 
when somebody commits their second strike, a judge warns them, 
you understand this is your second strike, your next strike will be 
your last. We have already had some people who have committed 
their third strike which not only shows that they are a career 
criminal, but they are kind of dumb [laughter] and probably belong 
behind bars. 

Mr. ScHiFF. But your issue about the — if I can have just one 
more second? 

Mr. Clinger. Surely. 

Mr. ScHiFF. Your issue about deterrents is a significant one. As 
you stated, California has the broadest three strikes and you are 
out in the Nation as far as I know. And I have heard indirectly 
from California law enforcement officials that there are a lot of 
criminals with two strikes in California who are packing up and 
leaving. There is a lesson there, I think. 

Thank you veiy much. 

Mr. Carlson. Here too. 

Mr. CuNGER. Are they moving to New Mexico or where? [Laugh- 
ter.] 

Mr. ScHiFF. No comment. 

Mr. Clinger. The gentleman from Indiana. 

Mr. McIntosh. Thank you, Mr. Chairman. 
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I noticed that two of the panelists urged that we think about 
using non-govemmental o^anizations or non-profit organizations, 
churches and others, Mr. Sommers and Mr. Carlson. I wanted to, 
one, mention an issue that Randy and I have been working on in 
our subcommittee and see if you have any thoughts if we are on 
the right track of solving the problem. We discovered that there are 
A lot of non-govemmental organizations that receive Federal grants 
in order to help implement a lot of programs that spend most of 
their energy and activity not really helping people in tJie real world 
but turning around and lobbying Congress to spend more money. 
We call it welfare for lobbyists and have a bill that will end that 
by making it improper for someone who receives the taxpayer 
money to spend more than 5 percent of their funds on lobbying. 

In the course of looking at this problem, we heard from several 
charitable groups who said there is a real problem once somebody 
starts receiving a Federal grant and turning their activities toward 
deciding that this Federal program is the solution to poverty, the 
solution to cleaning up the environment, whatever the problem is, 
that they lose some of their purpose in fact. It has in fact been de- 
structive to a lot of those private organizations in the community, 
the very fact that we have these Federal programs that they spend 
their energy lobbying us about, rather than spending their energy 
helping people in their neighborhoods and in their own commu- 
nities. We have got the bill that we are looking at right now of end- 
ing the welfare for lobbyists and making it so they cannot lobby. 
But there is also this broader question of do you change the nature 
of these private institutions when you start having them become 
arms of the government in implementing government programs 
that way. I was wanting to hear from both of you if you have any 
comments or thoughts on that. 

Mr. Sommers. Just very briefly. I think it goes to the nature of 
the performance standards you apply along with the money that 
you might be handing out in a grant or a contractual relationship. 
If you apply a whole bunch of standards and regulations and red 
tape to the organization, it is going to spend a lot of time dealing 
with that instead of providing the service. I mention the example 
of NIST because that seems to be an example of where the Federal 
agency is saying tell me what you are going to accomplish. Tell me 
how to judge your performance, what your benchmarks are going 
to be and we are going to come back after a period of time and see 
whether you have met those goals that you specified. If you have 
met them, you might be a candidate for more money and if you 
have not, you probably are not going to get any more Federal 
money. I think that is a better approach than a lot of standards 
and regulations. As far as the lobbying aspect, go right ahead. 

Mr. McIntosh. Thank you. 

Mr. Carlson. I believe in clarity and I think if an organization 
is focused on providing a service then its focus should be on that 
service. If it also wants to change public policy, then it should cre- 
ate another organization and have that organization deal with pub- 
lic policy. 

Mr. McIntosh. Yes, that is my view exactly, and the one that 
deals with public policy, I do not think the taxpayer needs to sub- 
sidize. That can be the individual. 
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[Bell rings.] 

Mr. McIntosh. School bells bring up my next question. Mr. 
Vander Ark, I was very interested in your comments aoout how the 
Federal educational programs end up creating difficulties for teach- 
ers and school leaders to accomplish their mission and in part have 
led to mission creep, I think was the term you used, where the 
schools are being asked to not only educate young people but pro- 
vide a lot of the things that families traditionally do; meals in the 
morning and maybe after school and some of the other activities. 
It has been my experience in talking to teachers that they are frus- 
trated on two levels. One is the liability level that you mentioned. 
If ffiey do not follow a certain set of regulations, particularly in 
dealing with categories of students who are labeled disadvantaged, 
and the second level in the funding area where in order to receive 
Federal money they distort what they would see as the priorities 
locally. A teacher in my home State of Indiana said that they were 
about to eliminate the one teacher who taught mfted and advanced 
programs because there was no Federal money, nut they were look- 
ing to hire two or three other people for their Title 1 programs. I 
was wondering, do you think that it would be possible for you to 
use the funds that you now have much better if you did not have 
those two pressures on you from the Federal Government? 

Mr. Vander Ark. Absolutely. And I think probablv do a better 
job with fewer dollars. I mean, the needs that we are facing are sig- 
nificant, but we clearly could be more efficient without all of the 
targeted funding. I think the real fundamental issue for you to con- 
sider in regards to education is whether you ought to be in the 
business at all. [Applause.] 

And mv sense is that the only fimdamental reason that you 
ought to nave anything to do with education is if States can dem- 
onstrate that they cannot fully fund an education program. But 
other than that, I think we need to create a transition for the Fed- 
eral Government to exit K-12 education and we need to build a 
plan for States and for school districts like this one to fully take 
on that responsibility. 1 think it is our responsibility. I think that 
really is the question that you are asking about, all the programs 
that we have talked about, should we be in this business at all. 
And that is a question you need to ask about health and welfare 
and agriculture and commerce as well as education. We also need 
to see a commensurate and dramatic, I think, reduction in Federal 
taxes that allow communities like this one to build rational, re- 
sponsible responses to the needs that we face. 

Mr. McIntosh. Thank you, Mr. Chairman. 

Mr. C LINGER. I am now pleased to recognize Congresswoman 
Smith, and again thank her for joining us on the panel today. 

Ms. Smith. Thank you, Mr. Chairman. I think first of all I might 
ask 

Mr. Clinger. Turn that on, Linda. 

Ms. Smith. Excuse me. 

Now, I will try again. Thank you, Mr. Chairman. 

I would like to ask a general question and I am going to ask it 
first of Mr. Carlson because I have been reading the privatization 
research done by your institute and it is coming out I think in 
seven segments, and so, I have been following that. When I kind 
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of abruptly got sent to Congress last year I terminated the project 
I was working on and it was basically privatization, auditing and 
trying to find a way to restructure our government proCTams at the 
State level. When I got to the Federal level, I found that we were 
going to be — ^the devolution of taking the Federal programs and 
moving them to the States, changing the way government served, 
would mean that the State — what I was doing when I left was 
probably even more important than I realized as we downsized and 
sent programs home. You cannot send welfare — two agencies that 
are duplicating, unclear in their purpose, often not even sure when 
you talk to the administration what their goals are or what their 
legal mandate is. And with that in mind, what do you believe this 
State should do first to receive the Federal programs and the 
changes? If you could be king for a day, what would you do to re- 
ceive this devolution of welfare, Medicaid and other programs as 
this change comes to you? Mr. Carlson, I know you have been in- 
volved in it, but Mr. Sommers you have addressed it. 

Mr. Carlson. I will be real brief so Mr. Sommers can address 
it. [Laughter.] 

We have actually — at the Institute, we have prepared a report on 
State government privatization. \^at works — what standards 
work for a good government at the Federal level I think also work 
at the State level, and that is what government should not do it 
should privatize. It should have private organizations handle it if 
they can operate and deliver the service more efficiently at lower 
price for the taxpayer. I think that privatization is not just an idea 
or, you know, an option. I think it should be a guiding ethic as it 
was Quite frankly in Margaret Thatcher’s Britain which really 
helped fuel the conservative revolution that we saw in Great Brit- 
ain in the 1970’s and 1980’s. 

Ms. Smith. I would like to ask too in that — another part of this, 
and I will address this. Texas did a sweeping audit of all agencies 
at the same time to be able to figure out where to start and there 
were good and bad in that audit. I have reviewed it and the tech- 
niques they used. But the reality was, there was a great amount 
of benefit in at least knowing where to start and what you had. 
Would you advocate that too, and any suggestions you would have 
as to where we start, and what would you do different if you are 
familiar? And if you are not, do not answer. 

Mr. Carlson. Yes. The answer is, again at the State level, abso- 
lutely and encourage cities and counties to do exactly the same. 

Mr. Sommers. If I could add just one thing, I think the answer 
I would give to your question was anticipated hy the way you asked 
it and that is when you have got agencies that cannot specify what 
their mandate is or what they are trying to achieve, we probably 
should not be giving them more money. We have got to be clear 
about purpose. The world is complicated and we keep loading more 
and more things onto particular agencies until they do not know 
what they are doing anymore. And in that sense, I think the efforts 
to really go back to the fundamentals and re-examine what it is we 
are trying to achieve and to get rid of the layers and layers of man- 
dates on these agencies is essential so that they do know what they 
are doing. They can answer that question and then perhaps we can 
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give them some responsibility from another level of government to 
carry out. 

Mr. Zimmerman. Let me add some comments about Texas. It was 
not an approach I would take to start with, but they evolved very 
nicely. T^ey have got some very good results in terms of direc- 
tions — what are we in the business to do— from the State, and they 
are looking at that and measuring it. 

Oregon’s process evolved too with their benchmark statements 
and they have ended up with statements that say this is what we 
in the business are doing. Utah, Alabama, other States are doing 
that same thing, and they are understanding then what their direc- 
tions are, which then provides very clear focus to the agencies. 
Then the agencies can really have something to work with and say 
now we can mold our agency to fit that direction. That is very im- 
portant. 

Ms. Smith. So you would recommend we benefit from their — 
what they did. But also, I guess I would ask you this and anyone 
can comment on this and give me your insight. I have worked with 
the government now long enough to know that when you audit 
from within, often you know what to cover up and you also do not 
see things that you are around. I have audited — ^you know, I have 
been involved in business audits and when you are there, you do 
not necessarily see the things that you could fix because you are 
used to them. Do you advocate outside audits and in what form? 
I guess someone briefly, we are out of time. 

Mr. Carlson. I can cover it in one sentence, though I wish I had 
more time. And that is, the Federal Government has had the In- 
spectors General and that is what I would turn loose on the States, 
liie Inspectors General are independent auditors and they go in as 
independent-minded investigators and root out what they see are 
opportimities to save money. 

Ms. Smith. Thank you. 

Mr. Sommers. Could I add one point to that before we go, Mr. 
Chairman? 

Mr. Clinger. Certainly. 

Mr. Sommers. I believe we do need external performance audits. 
I believe those performance audits should come in from the per- 
spective of we need to try to find what we can do to improve and 
not to find the guilty to be able to hang anywhere we are at. And 
at the same time, if we have external performance audits, we ought 
to be mtinaging our agencies and our processes internally with the 
same guidelines so it is nothing new when they come into audit. 
It is a point about trying to figure out how to improve, not just to 
figure out who to hang up on the wall. 

Ms. Smith. Thank you. 

Mr. Clinger. Thank you veiy much. I would say that two pieces 
of legislation of which this committee, the Government Reform and 
Oversight Committee formerly the Government Operations Com- 
mittee, can be most proud are, first, the Inspector General Act, 
which does provide a very vital function in almost every agency 
and department of government with the exception of the White 
House, which may be next. [Laughter.] 
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We would like to see an Inspector General there. The second is 
the Chief Financial Officers Act, which I think is also going to add 
a new dimension in terms of making government work better. 

I have just a couple of questions. The Federal Government has 
been involved in economic development activities for a long, long 
time. There are a number of agencies. Many of them were New So- 
ciety or Great Society agencies, the Economic Development Admin- 
istration, Appalachian ^monal Commission, Farmers Home, SBA 
and so forth. I ^ess this question will be addressed to Mr. 
Sommers, Mr. Canson and Mr. Zimmerman who are familiar with 
these proCTams. Have thw outlived their usefulness? Is there a 
role stall for the Federal Government to play? Mr. Sommers, you 
indicated that in a rapidly changing society and with technology, 
people are looking more to the private sector to perform the same 
roles in effect that the Federal Government has played in the past. 

I have to say I have some mixed feelings on this issue. In a former 
life during the Ford administration, I was the general counsel for 
the Economic Development Administration, but I am also hearing 
a great deal of criticism. The criticism really arises this way: Once 
the Federal Government starts trying to pick winners and losers, 
they do not do it in a vacuum, and unfortunately politics too often 
enters into those decisions. So the result is, we too often have tend- 
ed to support losers because the political urgency was there to prop 
up sometning that was going out and was going to lose jobs, and 

f tenalize winners. On the other hand, I have seen some very excel- 
ent projects sponsored by the Federal Government through those 
agencies. Just perhaps all three of you might like to comment. 

Mr. Sommers. There is a number of agencies that have been out 
there and they are in different departments and it makes the co- 
ordination of the seamless service delivery problem very, very dif- 
ficult. I think at least reconsidering what you are doing and wheth- 
er you still ought to be doing it, but also looking for ways to com- 
bine those things. Maybe there should be some sort of block grant 
approach to a limited Federal economic development role. That, I 
guess, leads to the second point. There is an old aphorism that all 
economic development is local and you cannot make good decisions 
in a national capital. You probably cannot make very good deci- 
sions in a State capital either. You have really got to get it down 
a local level with involvement from the business people who are the 
real leaders in the economy anyway. 

Mr. Clinger. Mr. Carlson. 

Mr. Carlson. Can you imagine if the government tried to aid 
and assist the computer industry? [Laughter.] 

Do you really think the government would put its money on a 
Harvard dropout from suburban Seattle? [Laughter.] 

This same principle I think is at work with some of these devel- 
opment corporations, and that is, they tried to practice what in 
other countries is called industrial planning, economic planning, 
and it simply does not work. Government driven economic plan- 
ning, whether it is substantial or whether it is even slight is al- 
ways going to fail against the alternative which is the marketplace 
making these decisions, .^d if you talk to some people in rural 
KentuSiy who were championing these programs 30 years ago 
when, of course, confidence in the Federal Government’s ability to 



439 


do thesf* things, as I opened up with a quote from LBJ on the war 
on povc- vy, was very high. You know, some very hard lessons have 
been learned about what works and what does not. And I would 
hope that political momentum would not keep these things alive 
because quite frankly if they had to rise and fall on merit and not 
by political pressure, I think many of these things would have been 
gone decades ago. 

Mr. Clinger. Anything else, Mr. Sommers? 

Mr. Sommers. I cannot add anything of value to that. 

Mr. Clinger. OK. Thank you. 

Any other questions? 

[No response.] 

Mr. Clinger. Panelists, it has been fascinating. You did a terrific 
job and we thank all of you for very, very productive and useful 
testimony. Thank you all very, very much. [Applause.] 

We are going to take a 5-minute break at this point, and I am 
going to try and hold it just to 5 minutes, and then we will go to 
what I am sure will be some of the more interesting comments that 
we will hear this morning and that will be our open mic. My under- 
standing is that we are following a procedure that we have used 
in previous hearings of this sort, where we have had a lottery. We 
are going to draw the numbers out of the book here or out of the 
hat, and I think that is probably the fairest way to do this to en- 
sure we get as many voices heard as we can. Obviously, we cannot 
hear from everybody in a 45-minute time span. Although at the 
end of the day we will have another one. So we will now nreak for 
just 5 minutes, please, and then we will get back and start again. 

[Recess.] 

Mr. Clinger. The Committee on Government Reform and Over- 
sight will resume sitting. 

As an example that you cannot trust Washington, I said 5 min- 
utes and it has been 15, so we will try and get back on schedule 
here. We now go into the open mic part of the program. We have 
found in previous hearings that we have held that this has been 
in manv cases some of the most productive and interesting testi- 
mony that we have received. The way we are going to work this 
is, I think you all have received a number and we have the cor- 
responding tickets in here. I will draw them out of the bag and 
then if you will come to the microphone right there in the middle 
of the floor. In order to cover as many people as we possibly can 
and get the comments of as many people as possible, please try to 
hold your comments or questions or whatever you woum like to say 
to about 2 minutes if that is conceivable. We would really appre- 
ciate that in order that we can hear from as many people as pos- 
sible. 

So with that, I will reach into the bag and draw out — ^let me see, 
I think I only use the last three numbers and this would be 340. 

[No response.] 

Mr. Clinger. 340. 

[No response.] 

Mr. Clinger. Maybe if we were giving away the centerpiece or 
something we would get a faster reaction. [Laughter.] 

340 is not here. OK, we will go to the next number 365. 365. 

[No response.] 



440 


Mr. CuNGER. Maybe I should read more of the number. 9516365. 

[No response.] 

Mr. CuNGER. Apparently we have had a number of people who 
have left. 

360. 

[No response.] 

Mr. Tate. Are you sure these are not rigged? Are these from New 
Jersey? [Laughter.] 

Mr. CuNGER. They are rigged, yeah. Maybe these were left over 
from New Jersey. [LaughterT 

351. We have got a t^er. 

Mr. Tate. We have got a winner. 

Mr. Clinger. We have a winner. If you would, come to the micro- 
phone. Please give us your name and if you are representing a 
group or affiliated with a group that you want to speak on behalf 
of, t^l us that. 

STATEMENT OF TERRELL ALAN MINARCIN 

Mr. Minarcin. My name is Terrell Alan Minarcin. I am a mem- 
ber of the transition team for Washington’s 10th largest city, 4th 
largest here in King County. We have heard many statements 
today about local government and how to improve the relationships 
between the Federal Government and local government. What I 
would like to express right now is my feelings at the Federal level. 
The first thing I think you should no is to repeal the Emergency 
Powers Act of 1933 and restore the Constitution. [Applause.] 

We have also heard about privatization of Federal services. In 
this case, I think you should take away the privatization of our 
American currency and bring it back to the U.S. Government. 

The third thing I think you should do is stick with the Constitu- 
tion in its entirety. Make the laws to explain how to implement 
what is stated in the Constitution. And to that, I say, please take 
away before anything else the Overseas Private Investment Corp. 
so we do not have bailouts of private corporations, foreign banks, 
et cetera. 

That leads to the fourth and final thing I would like to state 
which is that under the Constitution, no State official, a Governor, 
can make a treaty or pact with a foreign nation. And I feel that 
it is incumbent upon Congress to charge any person, any Governor 
in these 50 States with treason if they so do. 

Thank you. 

Mr. Clinger. Themk you. [Applause.] 

Obviously we have a number who agree with you on those issues. 

This is 341. 341. 

[No response.] 

Mr. Clinger. 341 going once. 

[No response.] 

Mr. Clinger. Going twice. 

[No response.] 

Mr. Clinger. Gone. 

How about 352. 

[No response.] 

Mr. Clinger. 352. 

Voice. Bingo. 
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Mr. Clinger. Bingo. Great. 

STATEMENT OP DON KASPER 

Mr. Kasper. Just a brief comment about our children 

Mr. Clinger. Would you give us your name? 

Mr. Kasper. I am Don I&sper. I am running for a school board 
position here in Federal Way. I think that a lot of people here have 
lost sight of what we are all about in basic education, and I think 
that they make it sound like basic education is nothing more than 
basic. I think we need a good foundation for our kids and I think 
that we need to get the government— Goal 2000 is against the Con- 
stitution. That is all I want to say about it. [Applause.] 

Mr. Clinger. Any of our congressional panel who want to chime 
in at any time, please do. 

Mr. Tate. Especially on Goals 2000, it was something that I op- 
posed when I was in the legislature consistently. I think I was 1 
of 12 in the House when it passed back in 1993 and have continued 
to oppose it. It comes down to those decisions should be made by 
parents and local school board members, not by the giant school 
board in the sky back in Washington, DC. And under our House 
proposal, we are downsizing, if not getting rid of all together Goals 
2000. It is still being debated as part of the budget debate. And 
once again, as you have heard today, with money comes new regu- 
lations and giving up your local autonomy and making decisions re- 
garding your kids education. We need to give more empowerment 
back to parents, and I can say that as Goal 2000 comes along, I 
would definitely oppose that as something I have heard very clearly 
from the voters in my district. [Applause.] 

Mr. Clinger. 342. 

[No response.] 

Mr. Clinger. 342. 

[No response.] 

Mr. Clinger. 342. 

[No response.] 

Mr. Clinger. Maybe you will have better luck. You pick a few. 

Mr. Tate. Now the pressure is on the local guy. The number I 
have got, the last three numbers are 377. 377. 

Mr. Clinger. Ve^ good, we have one. Would you state your 
name and affiliation? 

STATEMENT OF ANN BONNEY 

Ms. Bonney. My name is Ann Bonney and thank you for inviting 
me here. I will you tell you that you are scaring the crap out of 
the citizens of OPEC, NAFTA and GATT. That is the citizens of 
Japan and Canada and Mexico because the radio says that you are 
the worst government that was ever born, and you are going 
around the United States saying you are the worst government 
that was bom and nobody should be under you. The citizens of 
Japan are saying — ^when we go out to dinner, they are saying, ii 
you do not want to be under your Federal Grovemment, why should 
we have dealings with your Federal Government? So they are hav- 
ing second thoughts about this OPEC, NAFTA and GATT. 

No. 2 is, it is pork barreling. We are afraid of Newt’s pork barrel- 
ing. Boeing could build a better mouse trap for the Federal Govern- 
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ment and we could save like $5 billion and Newt’s people may be 
able to build trains for this. So for trains and airplanes we could 
get the same monejr — we would spend the same money. So we 
should diversify Boeing into different projects because they have 
the brains and we should diversify Newt’s people to build different 
things and put the money together so that we can build the infra- 
structure of the United States because the infrastructure of the 
United States has gone to hell in a handbasket. 

Thank you. 

Mr. CuNGER. Thank you very much. As I said, I serve on the In- 
frastructure and Transportation Committee and have for some 
years, and I think we have under-invested in our infrastructure for 
a long time. The Japanese on the other hand make a substantial 
investment in their infrastructure, much higher than we do. But I 
think you are seeing a change in that. We are seeing now a rec- 
ognition that the ability of any area to have economic growth, eco- 
nomic prosperity depends on the quality of the infrastructure that 
it has. Ten years ago about 50 percent of the communities in this 
country were at capacity as far as their wastewater treatment sys- 
tems were concerned. That is a total inhibition on ability to have 
any kind of economic growth. If you cannot add to the wastewater 
treatment systems you cannot have growth. So, I think there is a 
recognition that there is a real connection between the quality of 
the infrastructure and the ability to have growth. 

Mr. Tate. The last three digits on the next ticket is 382, 382. 

[No response.] 

Mr. Tate. Time to let Congresswoman Smith try. 

Mr. Clinger. 382. 

[No response.] 

Mr. Tate. I will do one more if it does not work. The last three 
numbers, 366. 366. 

[No response.] 

Mr. Tate. It is your turn. [Laughter.] 

Ms. Smith. He wants to make sure it is my fault is what he 
wants. [Laughter.] 

369. 

[No response.] 

Ms. Smith. See, I am not doing much better than anybody else. 
369. Hey the first time. It took a woman. [Laughter.] 

STATEMENT OF RANDY ROBBINS 

Mr. Robbins. My name is Randy Robbins. Some of tJie speakers 
you have here really frighten me because they said being homeless 
is a behavioral problem. Well, I am sorry to say I have been home- 
less myself once too. I lost a job when Hanford shut down and I 
took a job for minimum wage and unfortunately it did not pay the 
bills; it did not pay the mortgage. So I think we need to re-evaluate 
our thinking, everybody’s, because cutting Medicare is not — and 
Medicaid is not going to help anybody if you have to move your 
parents back into your house because they cannot afford their bills. 
[Applause.] 

Ms. Smith. Mr. Chairman, I think I would respond to that be- 
cause it looks like he has been reading some publications probably 
not accurate. Nobody is advocating cutting Medicare. The only pro- 
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posal that has ever passed anything is a 6.7 percent increase guar- 
anteed for 7 years running, each year, every year taking the 
amount that we pay per year average for Medicare recipients from 
$4,800 to $6,700, going beyond the economic growth. We will grow 
about 5 percent a year. So it will grow at least 50 percent faster 
than that. So nobody is talking about cutting Medicare. There are 
some folks that are scaremongers that did not fix the system, had 
it for many years, were letting it fall apart and now they are say- 
ing we should not fix it even yet. They are wrong. The most irre- 
sponsible thing this Congress could do is back up from fixing the 
Medicare system and let it crumble as the trustees’ report showed 
it will do in 6 years. I would adamantly oppose anybody that said 
we should not nx it. And you need to understand that if we do not 
fix these social programs, they are going to destroy the Nation and 
there will not be any money left for our grandchildren and our chil- 
dren with the debt. 

I wish that I had a pie chart for you that I put together to show 
to some town halls in my area. Over the last few years our Nation 
has been stripping out infrastructure, downsizing military, 
downsizing necessary services and the social programs nave taken 
over the budget except the part that is being taken over by interest 
on the national debt. If that continues, by the time my grand- 
children — and I have six — are starting to work — ^they are little — 
will have an 82 percent tax rate. As Clinton said, we have to fix 
the structures. We cannot continue to spend the way we are. 

Now, you just heard Linda Smith on her soapbox, but I am so 
sick and tired of what is going on in lying to our elderly about not 
fixing that system. You are going to hear people like me saying 
they are wrong; they are lying; we have to fix it. That is certainly 
not personally to you, sir. I think it is important that this word get 
out to America that we would be irresponsible if we do not fix these 
social programs so that they serve people instead of the govern- 
ment. [Applause.] 

Mr. SCHIFF. Next number. 

Ms. Smith. 378. Hey, I said give it to a woman. [Laughter.] 
STATEMENT OF MITCHELL MULARZ 

Mr. Mularz. My name is Mitchell Mularz and I belong to that 
small group of people who are skeptical about the Federal (^vern- 
ment’s ability to reform itself. [Laughter.] 

With all of the brilliant organizational minds we have in the pri- 
vate sector, I favor recruiting a small army of a-dollar-a-year men 
and women to take over the reorganization of the Federal Govern- 
ment without political interference. 

Thank you. [Applause.] 

Mr. ScHiFF. Of course once you get to how to pick who the dollar- 
a-year men and women would be, I think you are into politics, I 
am not sure. 

Next number. 

Ms. Smith. 381. 

Mr. ScHiFF. 381. 

[No response.] 

Mr. Tate. We have 353. 

Mr. SCHiFF. I think we have a winner. 



444 


Mr. Tate. All right. 

STATEMENT OF ED PINA 

Mr. Pina. Grood afternoon, I am Ed Pina. I am vice president of 
High Line School, a school board which is a school district that con- 
tains Sea-Tac Airport. 

Current Federal restrictions, DOT and FAA, over use of airport 
collected passenger and airline fees must be changed. Airports gen- 
erate noise, pollution and facilitate the transfer of diseases. 
Unhealthy passengers pass through and pass these diseases on. 
Airoorts reduce the value of single-family homes and encourage the 
building of large apartments. Such changes have drastic impacts on 
school districts. We get a high transient population. In High Line 
School District — in our high schools, for example, over half the stu- 
dents have been with the district 5 or more years. 1 mean, that is 
a transient population. 

Low income and single parents tend to move into apartments. 1 
mean, they have to have homes, and 1 am not criticizing them. But 
because they are trying to struggle with making their daily life go 
on, they very often cannot help their children, so we get children 
who are not ready for school. Learning is difficult. There is a high 
correlation between those social/economic indicators and student 
performance. We must then rebalance our funds to provide extra 
funds to help those students get caught up and get ahead, particu- 
larly when it is a large population. 

Airports — ^the Airport claims it cannot give us funds for address- 
ing these problems and if we are willing to give away our rights 
for anything they do to us they will help us insulate our buildings. 

Mr. SCHIFF. I am going to interrupt, not to be rude but to ask 
you for a clarification because I am not clear on how ai^orts are 
inflicting all of this damage. Are you thinking of a specific exam- 
ple? 

Mr. Pina. I am talking about Sea-Tac and the High Line School 
District, yes. 

Mr. ScHiFF. All right. 

Mr. Pina. The airport creates noise; the eiirport creates other pol- 
lution problems. The airport allows the spread of disease because 
of unhealthy people coming through. A combination of those things 
create a social/economic environment that a school district address- 
ing them has to spend extra money to solve. 

Mr. ScHiFF. When was the airport built? 

Mr. Pina. This airport was — I do not know when it was first 
built. Its second runway came in the early 1970’s. 

Mr. ScHiFF. The second runway came in the early 1970’s? 

Mr. Pina. In the early 1970’s. And there was going to be no third 
runway and that is now in serious contention. 

Mr. ScHiFF. Does one of my colleagues want to respond? 

Mr. Tate. Sure. 

Mr. Pina. Well 

Mr. ScHiFF. I am sorry. I did not let you finish. 

Mr. Pina. My comment is, we need to get the laws changed so 
that funds collected by airports can be used to assist the remedi- 
ation efforts that have to 1^ provided by organizations like school 
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districts that have to provide services to these people needing extra 
help. 

Mr. SCHIFF. Mr. Tate. 

Mr. Tate. Yes, I would just say I agree on that particular issue 
that there are impacts that need to be mitigated and that there are 
some that do not always show up that are easy to spot. I think you 
have highlighted them very well, the effects on the economics 
around your particular school district. High Line and others. So 
you have got someone who is committed locally to working with 
you in re^rds to the FAA and mitigating some of these problems, 
wheAer it be noise, whether it be environmental or, you know, 
traffic on the highways or whatever it happens to be in dealing 
with these issues. 

Mr. Pina. Thank you. 

Mr. Tate. You bet. Thanks for your comments. 

The next number is 371. 

STATEMENT OF RANDY MOON 

Mr. Moon. My name is Randy Moon and I support everything 
that has h^pened in the change in Congress and all the 
downsize of government and all the other aspects. I have heard 
Speaker Ginmch put $1 billion back into the Archer Daniel Mid- 
land’s ethanm subsidies. I totally disagree that we should not take 
Medicare — and I agree with everything you are doing and I try and 
support that. In my area, usually I am more of a minority as far 
as my views in the area that I am from. But it kind of cuts our 
legs out from under us when this happens because here we are 
talking about downsizing and it just makes it very difficult to make 
our point. I know the House has addressed things and that is why 
I am really shocked that he has done this. 

Ms. Smith. First of all, let me — stay right there for a minute be- 
cause from the moment 

Voice. Your microphone is not on. 

Ms. Smith. Excuse me. It is not on? 

Mr. Tate. I think you need it up closer. 

Ms. Smith. I have always been told to be quiet, not speak up. 
[Laughter.] 

What you said is very serious. From the time I arrived in DC, 
it troubled me that there was any special interest money there, but 
I also was accused just because I was there of being one of them 
and that meant that if I voted a certain way it must be because 
one of them, special interest, gave me money. And the very di- 
lemma of it led me to introduce a bill to abolish all special interest 
money so you do not have those discussions of did they get money 
from some CToup and that is why they moved the vote. I am not 
going to address that ethanol decision, but the veiy fact that you 
made the connection between money the papers did draws the 
question should we abolish all special interest money in Washing- 
ton, DC, and why have we not done it. Now, I know that has put 
me — it has caused a little problem and made me be a little con- 
troversial recently. I proposed that. I do not want to have to have 
that question again ever in a forum as to whether or not my leader, 
myself or any of my colleagues, who I find to be mostly very honest, 
did something because of money and special interest money. So, I 
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would ask of you here, if I were to go back — and say I could be king 
for a day — and change the law that there is no money from any- 
body but people in your district, would you agree with me or feel 
that that was a bad law? Just raise your hand if you think that 
you would agree with me. 

[Show of hands.] 

Mr. Tate. I think that is overwhelming. 

Ms. Smith. Yes. It makes you wonder why Congress is missing 
that, does it not? I am disturbed by those articles too. Again, I am 
not going to address the particular — ^but it does undermine what 
we are trying to do. We are working very hard to balance the budg- 
et fairly. 

Mr. Moon. And I appreciate that. 

Ms. Smith. Thank you. 

Mr. ScHiFF. Do you want to do two more? 

Mr. Tate. OK, we will do two more. 

The next number is 375. 

STATEMENT OF DEBORAH CARSON 

Ms. Carson. My name is Deborah Carson and I work for Group 
Health, although I am not representing them today. I am just here 
as a mom. 

You have been here today and you have heard all the panelists 
and they have been talking about strengthening certain institu- 
tions and you have heard us applaud for the things that we agree 
with, so you are at least peripherally in touch with us. So you have 
some lofty and, quote, radical goals that you have set up to achieve 
and I was wondering how mucn power we really have through you 
in light of the administration’s opposition and their tendency to cir- 
cumvent the voting public by using the regulatory process and Ex- 
ecutive orders to forward their agendas. [Applause.] 

And also because we have been recently abdicating the sovereign 
authority of the United States to the U.N. and they are not subject 
to us in any way. 

Mr. ScHiFF. Let me stop on that first point. 

Ms. Carson. Shall I sit down and listen? I was done. 

Mr. ScHIFF. You may want to respond to what we say, so it will 
be another quick second here. On that first point, in this country 
even the President of the United States has to run for election. 
That is every 4 years, not every 2 years like those of us who are 
House mem^rs. That is a delil^rate distinction made in the Con- 
stitution, just as the Senate gets 6 years. But the point is, next 
year the people of the United States, if they choose to do so, can 
choose a new President of the United States along with a new Con- 
gress if they want. 

Anyone else want to— Dave? 

Mr. McIntosh. Real quickly. In addition to that — which I think 
Mr. Schiff has made the most important point — ^you have a lot of 
power because ultimately you are our bosses and can renew our 
contract or not. But in the meantime, what are we going to do in 
the House of Representatives to make sure that some of tne things 
that you have told us you want to see changed, we agree with you 
on, actually happen in the system back in Washinei^n. One thing 
that I discovered this year is we could pass a lot of the bills in the 
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Contract With America, but either the Senate did not act on them 
or the Resident would threaten to veto them and hold them up 
that way. But there is a set of bills that are coming up this fall 
where the dynamic is reversed. Everybody in Washington says we 
have to pass these bills and it is quite frankly all the spending bills 
that allow the agencies and the President and the executive branch 
to spend your money, taxpayer funds. They cannot do that xmder 
the Constitution unless we in the House of Representatives go 
along with it and pass the spending bill. So, for example, we are 
going to attach the reform ending welfare for lobbyists to the 
spending bill that mves the President all the funds to fund his 
\^ite Imuse staff. [Applause.] 

And we are looking for other creative ways where he has used 
the regulatoiw process or Executive orders to go around the will of 
Confess and say you cannot spend any money under these spend- 
ing bills in order to enforce those regulations or Executive orders. 
So there are ways to get the job done and we are going to use some 
of those must-pass bills in the budget to actually make sure we get 
some changes this year and then, as Mr. Schin pointed out, next 
year we can make even more fundamental changes. [Applause.] 

Mr. SCHIFF. Thank you very much. 

We are going to invite one more person to come up to the open 
mic. I just want to say, just so you know the schedule. I think you 
have it. We then have one more panel I will call up. And then, time 
remaining, we will again open the mic, but we will have to see 
what the time will be at that time. 

Mr. Tate. The next number is 374. 

[No response.] 

Mr. Tate. Going once. 

[No response.] 

Mr. Tate. Let us try for another one. 322. 

STATEMENT OF MEGAN WEICHERT, STUDENT, THOMAS 
JEFFERSON HIGH SCHOOL 

Ms. Weichert. I am from T.J. and I am representing the paper. 
I was asked to ask this question. With all the downsizing the gov- 
ernment is doing — and the government is like the main employer 
in the United States — ^how do you propose that we are going to get 
jobs if the body that employs us is suffering from so many cut- 
backs? 

Mr. ScHiFF. Dave, I think that is made for you. 

Mr. McIntosh. All right. And I think the answer was already 
provided us by someone else in the audience, the private sector. 
The way we would like to see this happen is by cutting back on 
the amount of spending that we do in Washington and also cutting 
back on the amount that we take of your money in taxation. We 
will allow more investment and more individual activity to create 
new jobs. Let me give you one specific number that I think is very 
important. The economists predict that when we reach a balanced 
budget — ^d I say when because I know this Congress is commit- 
ted to doing that-— we will lower interest rates by 2 percent and the 
economic stimulus that that creates because businesses can have 
more capitel to invest in creating new jobs will lead to 4.5 million 
new jobs in the private sector. They will not be government jobs 
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in the bureaucracy, but they will be exciting eind dynamic opportu- 
nities for people to either start their small business, participate in 
a big business that is growing, and I think will be a much better 
future for all of you who are now in school preparing for that. 

Mr. ScHiFF. Anyone want to add anything? [Applause.] 

Before calling up panel three, let me make just one final com- 
ment on that very quickly and say there is still another issue. The 
issue is — I will tell you that I have not agreed with every spending 
decision made by every committee in the Congress even though I 
am with the majority in the House of Representatives. But I am 
totally committed to the idea that we have to reach a balanced 
budget and there are two reasons. The first reason is the moral 
reason, that the young people the age of that student who talked 
to us are going to have to pay off that debt some d^ that they did 
not earn. They did not run up, and that is not fair. That is taxation 
without representation, I think. 

Second of all, it is not just a future issue. Out of our budget 
today, right now, real time, we spend approximately for this fiscal 
year $235 billion on interest on the national debt. One of the things 
I learned when I got to Congress was the Federal budget is in some 
respects no more complicated than a business or a household budg- 
et. Add some more zeroes at the end. But if you want to borrow 
money, you have to pay interest to borrow the money, and if the 
next year you do not pay that back but you borrow more, then vou 
have to pay interest on what you borrowed times year plus what 
you borrowed last year. We have been doing this for 25 consecutive 
years. The interest on the national debt is the third highest line 
item spending in the Federal Government after — ^but not by 
much — the military and social security. If we had not borrowed all 
this money, we would have that $235 billion that you taxpayers 
have already sent us to use on whatever program we wanted to 
use, whether it is Medicare or whether it is defense, whether it is 
education, and it would not cost you a dime and it would not mean 
a reduction in any other program. We cannot do that because we 
are choking on the interest we have to pay every year. Therefore, 
when you write in the paper about jobs, imagine the jobs we could 
produce by the use of that $235 billion if we just write a check for 
interest and it goes out the window. 

With that, I would like to call up panel three and invite the 
panel three members to join us up here. They are Jack Larsen who 
is vice president of energy and environment at Weyerhaeuser, Inc., 
who was appointed director of Washinrton State’s Department of 
Commerce and Economic Development by Governor Daniel Evans 
in 1974. And he has been with the Weyerhaeuser Co. since 1969, 
where he has held a number of distinguished positions. 

Gwen Fraser is CEO of Fraser, Inc., and has been closely in- 
volved with the maritime industry since 1982, and founded the 
Maritime Alliance of the Pacific Northwest organized to create a 
unified force in revitalizing the maritime industry. 

Lawrence Riggs is president of the Services Group of America. 
He has an impressive record with his involvement in the reorga- 
nization issues following Services Group of America’s purchase of 
Pacific, Gamble, Robinson in 1986, and creation of Food Services of 
America in 1987. 
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And Paul TeGantvoort, owner of Seattle Automotive Distribut- 
ing. He opened his first company branch in 1989, and by the end 
of this year will have three brancnes open. 

I would like to welcome you all. I would like to say that without 
objection, if you provided written statements they will be made 
part of this record, and I would invite you to try to give a summary 
of your statement in about 5 minutes. We will not hold you to that, 
as you have already heard the chairman say. 

Mr. Larsen, may we begin with you. 

STATEMENTS OF JACK LARSEN, VICE PRESIDENT OF ENERGY 
AND ENVIRONMENT, WEYERHAEUSER CO.; GWEN FRASER, 
CEO AND OWNER, FRASER, INC.; LAWRENCE RIGGS, PRESI- 
DENT, SERVICES GROUP OF AMERICA; AND PAUL 
TEGANTVOORT, OWNER, SEATTLE AUTOMOTIVE DISTRIBUT- 
ING 

Mr. Larsen. Mr. Chairman, members of the committee, thank 
you very much for the kind invitation to testily before your commit- 
tee on what will be a complex and arduous task. We at 
Weyerhaeuser being the size that we are, interacting with a num- 
ber of Federal agencies every day and because we are directly af- 
fected by such a broad nun^ber of these agencies, we are especially 
pleased to have an opportunity to speak with you. 

Today, I would like to comment and communicate to the commit- 
tee specifically around three areas. First of all, our endorsement of 
this committee’s efforts to constructively examine and downsize the 
Federal Government. Second, our support for the use of risk assess- 
ment and cost benefit approaches as you look at the remlatory 
process itself. Third, I would like to draw the attention of the com- 
mittee to an effort within the Environmental Protection Agency, 
named Project XL, which I think you might find to be the kind of 
success story you are attempting to look for in your efforts. 

I am going to confine my oral testimony to just a few comments 
on your examination of downsizing and reorganizing Federal agen- 
cies and to Project XL. We at Weyerhaeuser recognize that Federal 
agencies play an essential and veiy critical role in public policy for- 
mulation and implementation. We do not under-estimate the dif- 
ficulty of the tasks that they face each day. Agencies, in large 
measure, provide for us decisions around what laws really mean. 
In many respects the kinds of decisions that they make are as criti- 
cal to us as the votes that you make on Capitol Hill. 

As indicated, I have worked in government, so I have been a part 
of those who have regulated and I am a member of a regulated 
body. I have enormous respect for the agency people who shoulder 
these responsibilities. 

Having said that, it is essential for an entity, such as this com- 
mittee, to undertake the kind of assessment that you are. The task, 

as I have indicated is going to be^ 

Mr. SCHIFF. I have to interrupt you. I do not mean to be rude, 
Mr. Larsen, but I neglected a very important part of our procedures 
here. The Government Reform and Oversight Committe^nmong 
other things is an investigative committee and there are times — al- 
though that is not what we are doing here today as such, there are 
times that we are looking for what could be considered testimony 
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in terms of some objective as far as investigating what the govern- 
ment is doing. The point is, for that reason, we make it a practice 
to swear in each of the witnesses so that no witness is singled out, 
well, this one was sworn in and this one was not. So I am going 
to ask all of the panel members if they will stand for a moment 
and raise their right hands. 

[Witnesses sworn.] 

Mr. SCHIFF. I am sorry for having to interrupt to do that. Please 
continue. 

Mr. Larsen. That is quite all right. 

Mr. ScHiFF. And I assume that oath will apply retroactively to 
what you have said already. 

Mr. Larsen. Yes, indeed. 

As I indicated, we understand the enormity of the task that 
these agencies are faced with. But the process of assessment that 
you are undertaking is a very important one. This kind of assess- 
ment process is much like the kind of assessments that we in the 
private sector have to perform as a normal part of our management 
activities. 

For example, in 1990 and 1991, Weyerhaeuser Co. went through 
a very difficult and challenging effort to refocus our operations with 
the goal of trying to increase operating earnings by some $700 mil- 
lion. It meant looking at the divisions of our company, what in fact 
we were trying to do, as well as how well we were performing and 
achieving that vision. We evaluated where we were strong; where 
we were weak; where we needed to improve and where we needed 
to stop doing some of the things we were doing. The task was not 
an easy one. It led to our no longer being in some of the business 
lines and in some of the products that we had previously been in. 
But within a 3-year period — a target that we had set for our- 
selves — we achieved our $700 million goal. Thus, it is with whole- 
hearted support that our company supports the efforts of this com- 
mittee. 

We do believe it is very important, however, to understand that 
many of your constituents, including Weyerhaeuser, are not seek- 
ing to have government completely abandon their environmental 
responsibilities. We are seeking to have government take a critical 
look at the processes of government and determine if there are 
ways to remove the non-value added activity and processes and re- 
place them where you can with value added processes. 

In this new state, if government is going to behave differently, 
it is going to require all of us, policymakers, regulators, those of us 
in the private sector to operate differently and to behave dif- 
ferently. The reasons are simple. Federal agencies do not operate 
in a vacuum. They must have frequent interaction not only with 
the Congress but with the business community. Congress relies on 
these agencies many times to provide information to them in com- 
plex situations where they just do not have that information avail- 
able to them as they are considering new laws. Similarly, these 
agencies depend on the private sector for a lot of information that 
is just not available to them. We are going to have to make that 

E ess work more efficiently and work in a much more trusting 
of relationship. 
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A model for this kind of approach is worthy for this committee’s 
attention ^md it is the specific example that I discussed, Project XL. 
In March of last year, President Clinton announced an effort to re- 
invent environmental regulation and among his proposals was a 
project called Project XL which stands for excellence and leader- 
ship. The Federal ^ency notice announcing Project XL succinctly 
described it as an effort to test alternative strategies to achieve en- 
vironmental goals. Companies, State governments and individual 
facilities are given, under Project XL, the opportunity to submit ap- 
plications for demonstration projects that will achieve superior en- 
vironmental performance, performance beyond what they are man- 
dated under existing standards and regulation, in exchange for 
more regulatory flexibility. 

In establishing the program, the EPA has established eight cri- 
teria on which to judge these projects. The first is they truly must 
achieve superior environmental results. Second, it must result in 
cost savings and paperwork reduction. Third, it must have commit- 
ted stakeholder support. Fourth, it must encourage innovation and 
multi-media approaches. Fifth, it must be transferable. Sixth, it 
must be feasible. Seventh, it must incorporate into it monitoring, 
reporting and evaluation to ensure it is working. And eighth and 
finally, it should not shift any risk burden to a less advantaged 
population. 

It is readily apparent that Project XL has many of the character- 
istics that I think this committee is looking for. It seeks to maxi- 
mize return on taxpayers dollars by reducing the regulatory bur- 
den. It pays dividends in the private sector by granting regulatory 
flexibility. It meets the public desire for stronger environmental 
protection and it builds upon a strong relationship between the reg- 
ulated community and regulators. 

Mr. Chairman, initiatives such as Project XL, I believe, provide 
very helpful models to us for examining how we can have the pri- 
vate sector and government work more effectively together for the 
common good. And as your committee and as the Congress exam- 
ines ways for government to function more efficiently, I hope the 
philosophy and the spirit behind Project XL can be transferred into 
your looks at these agency efforts. 

Thank you for the opportunity to testify. 

[The prepared statement of Mr. Larsen follows:] 
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John S. Larsen 

Vice President, Energy and Environment 
Weyerhaeuser Company 

Mr. Chainnanind members ofthe Committee, my name is Jack Larsen lam Vice 
President for Energy and Environment for Weyerhaeuser Company, one of the tvorld’s 
leading forest products companies. My company’s operations bring us into contact with 
government agencies at all levels - foderal, state and local 

Because we are directly affected by a broad array of federal government agencies and their 
policies, I appreciate the opportunity to testify this morning, and to share with this 
committee our perspective on feder^ government reorganization. 

Spedficalty I wish to communicate: (1) our endorsement of this Committee’s efforts to 
constructively examine opportunities to downsize and reorganize the Federal Government, 
(2) our support for risk assessment and cost / benefit f^rproaches in Federal regulations, 
and (3) to draw this committee's attention to an effort within the Envirotunental 
Protection Agency - Project XL - which you may find to be the kind of “success story” 
that will be useful. 

I will confine the rest of my remarks to: (1) your examination of downsizing and 
reorganization of Federal Agencies and (2) l^oject XL. 

Federal agencies play an essential and critical role in public policy formulation and 
in^lementation. We at Weyeriueuaer Company do not underestimate the difficulty of the 
ta^ they fece. Day to day, agency personnd decide in large measure what particular 
provisions of law realty mean to us. Thor decisions are as crucial as the votes cast on 
Capital HilL As someone who has worked in both the public and private sectors, who has 
been a regulator and a member of the regulated community, I have enormous respea for 
the agency people who shoulder these re^n^ilities. 

Assessing snd implementing in^)ravemem opportunities for Federal agencies will be 
arduous and complex. But your task is similar to the assessments that companies such as 
Weyethaeuser Company must perform as a normal part of our management activity, if we 
are to remain competitive. 

For exanqile, in 1990 and 1991, Weyerhaeuser Company went through a difficult and 
challenging effort to re-focus our operations to increase company operating eainiiigs by 
$700 million. It meant lookiiig at our vision for the company and how well we were 
petfoiming in achieving that vision. We evaluated where we were strong, where we were 
weak, where we needed to improve and where we needed to stop doing some of the 
things we were doing. The task was not easy. It led to our no longer being in some 
businesses and products. But, vntiun the three year target - that we set for ourselves - we 
achieved the $700 million improvement goal 

Thus, we wholeheartedly support this committee's and other efforts to assess how we can 
improve our Federal government But in doing so, we believe it is in^ortant to note that 
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mai^ of your constituents, induding Weyerhteuser Company, are not seeking to have 
government abandon thdr environmental re^nsibilities. Rather, we are seeking to have 
government take a crittcal look at the processes of these agencies and determine if there 
are ways to make them more efficient by taking out non-vahte added activity and replacing 
it with value added processes. 

If government is to behave diffierently, it will require that all of us - policy makers, 
regulators and members of the regulated community • approach issues in new ways. 

The reasons are simple. Federal agendes do not operate in a vacuum. They must have 
Sequent interaction not only whb the Congress but with the business community. 

Coi^ress relies upon executive branch agendes for advice and guidance in writing new 
lawt because that it where a great deal of the expertise resides. Similatiy, agendes 
frequently must look to the regulated community for information that th^ cannot obtain 
elsendiere inorder to assure that regulatory ^proaches aad ttaitdards are baaed on the best 
available frctual information. 

If agendes are &ced with doiqg more with leu, we are goipg to have to tttengtben our 
relationalrips in an open, constructive maniiM'. The buaineu community will need to 
increase its interaetion with agencies. Congreu will need to work oooperativdy with 
executive branch pcrsonnd. And, agencies will have to look at the regulated community 
with leas auipidoit 

Models fr>r such approachu are being devdoped and worthy of your attention. A specific 
example is “Project XL". 

In March of this year, Presdent Clinton announced an effort to “reinveiit” environmental 
regulation. Among the proposals in the presidem’s program wu Project XL. which 
stands for “excdlence and leadership.” The federal raster notice announcing Project XL 
luccinctly described it u an effort “to test alternative strategies to achieve environmental 
goals.” 

Companies, state governments and individual focilhies are given the opportunity under 
Project XL to submit applications for demonstration projects that will achieve superior 
environmental performance, in exchange for which they will receive regulatory flexibility. 
EPA hu et t ablis h ed eight CTitetia on which they will judge projects; 

1. Achieves superior environmental results 

2. Results in cost uvings and paperwork reduction 

3. Hu committed stakeholder support 

4. Encourages innovation and multi-media approachu 

5. tVill be transferable 

6. Is feasible 

7. Incorporates monitoring, reporting and evaluation 

8. Does not shift the risk burden to less advantaged populations 
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It is readily apparent that Project XL has many of the elements I spoke of earlier, it: 

• seeks to maximize return on taxpayers dollars by reducing the regulatory 
burden 

• pays dividends in the private sector by granting r^ulatory flexibility 

• meets the public’s dedre for strong environmental protection 

• builds upon strong relationships between the regulated community and 
regulated 

Mr. Chairman, initiatives such as Project XL provide hdpfiil modds for us to examine, as 
we seek to have government and the private sector work more effectively together for the 
common good. As your committee and the Congress examine ways to make government 
fiinction more efficiently, I hope the philosophy and spirit behind Project XL can be 
transferred to other agency e&rts. 

Thank you again for the opportunity to offer this testimony. I will be pleased to answer 
any quesdotu the committee might have. 
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Mr. Clinger. Thank you very much, Mr. Larsen. 

Ms. Fraser. 

Ms. Fraser. Thank you very much for inviting me to be here. We 
are happy to have you in our State. 

We were asked to tell success stories and in my opinion, the real 
success story for the American people is what this new Congress 
is doing and the fact that you are here asking us to be part of that 
process is a real celebration. In Washington, we are especially 
proud of the likes of Randy and Linda. So, we would like to see 
more of this. 

The wisdom of the American voter put you in this process and 
we as the American public, and particularly in business, need to 
stay involved in this process to see it all the way through. I am 
happy that you have provided this for us. 

I am an industrialist in the maritime industry, and the way that 
I know I am successful is that I have succeeded to staying alive 
during the last decade in spite of taxes, over-regulation, paper re- 
dundancy, a shrinking market, and all the like. But we have made 
it and our company has dedicated itself to helping to see that oth- 
ers might succeed as well. 

I got involved in the idea of ecolonomics when I met with Dennis 
Weaver. Most of you know him as Sam McCloud or Chester, but 
I know him better as the father of ecolonomics. It is the concept 
of creating the industry that cleans the environment for profit and 
sharing that. 

In a way of enhancing our business, we began to look for prod- 
ucts and processes that would help our customer base, who are the 
polluters, to stay in business by helping them lessen the impact of 
their operations on the environment. In doing that, we have 
learned that the whole concept of ecolonomics brings an exciting 
opportunity, especially for young people, to get involved at the base 
of creating this industry that cleans the environment for profit. So 
it might be a good emswer to the young woman who asked where 
will tnese jobs come from. It will come from our making a commit- 
ment to really getting some of this work done. I think that many 
of us agree that we are tired of hearing how did this happen; why 
did it happen; what could we do; what should we do. We need to 
do it. We just simply need to do it. 

Our firm has joined together with a small Rotary Club, the 
Washington Institute for Policy Study — John Carlson commented 
earlier — and Cleveland High School. We have developed the Busi- 
ness Development Academy. We were not successful in becoming 
an accredited school, and maybe I think I am happy about that. 
But what we did was bring together people who cared about these 
young people, who knew that this was a good process to start in. 
I actually donated my office building for a time and we went to 
work — and just working with young people over the summer — to 
show them how to own and operate a business. Those students 
came every day, ended up making very little money, but did learn 
that they were valued by those of us working with them, but more 
importantly by themselves. Those students developed a T-shirt 
sales company. They designed the shirt and sold it. And we are 
now in the process of getting a curriculum developed in ecolonomics 
at the high school level. We have proposed two projects. If you do 
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not know what to do with those block grants until you know if the 
States are capable of handling them, we will take a couple of them. 
[Laughter.] 

One project would be managed by Dr. Peter Jenkins who is the 
Dean of Engineering and Applied Sciences at the University of Col- 
orado at Denver. He has a masters proCTam in ecolonomics. He has 
a very strong ecolonomic advisory board made up of most of the en- 
gineering firms and environmental firms in his area. We want to 
put together the opportunity of creating a real live laboratory at a 
gold mill facility in the mountains of Colorado to prove that by 
brinring technology together with cooperation we can eliminate the 
need for a tailings pond which is the difficult part of a milling oper- 
ation. The part that wiggles in and out of compliance. We have lo- 
cated a sophisticated water treatment system that would enable 
the processed water to be recirculated and an innovative process 
for making an alternative building brick that would use the rest of 
the material. So literally the mill would become a non — a non- 
point — 

Mr. Clinger. Source. 

Ms. Fraser. Source, yes. 

Our second project is a little closer to home. It involves a tech- 
nolow that was developed at Battelle Laboratories Northwest in 
Richland, WA, and it is the process of glassifying or vitri^ing haz- 
ardous waste. Initially, it was developed for high level nuclear 
waste. But vitrification can be used for anything, municipal waste 
streams, chemical products, flyash. We would like, through our 
high school students and their study of ecolonomics, to identify a 
small part of a Superfund site and get on with the project of clean- 
ing this. You can literally take the contaminated soil and develop 
a saleable product, and we are convinced you can do it with high 
school students, with your help, your block grant. 

This is an excellent technology for many things. But Superfund 
site is the big glaring example that we have. How many more bil- 
lions to study it how much longer and it is not getting any cleaner. 
It is a wonderful opportunity for enterprising Americans of any 
age, but certainly for young people. They can see a new emerging 
industry that would encourage them to increase their scholastic 
ability. We will get some chemical engineers out of this interest 
level in this area. 

I know that I can speak for thousands of small business owners 
that really stand ready to help you help us. We can get it done. 
We do not get in our way, we cannot afford to. So call on us. Tap 
into our willingness. We can make a difference together. 

Thank you. 

[The prepared statement of Ms. Fraser follows:] 
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TESTIHORy FOR GWEN FRASER 
COMMITTEE ON GOVERNMENT REFORM AND OVERSIGHT 
THOMAS JEFFERSON HIGH SCHOOL 
AUBURN, WASHINGTON 
OCTOBER e, 1995 


HR. CHAIRMAN, MEMBERS OF THE COMMITTEE, THANK YOU FOR THE 
OPPORTUNITY TO SPEAK TO YOU TODAY. 

IN COMPLYING WITH YOUR EFFORTS TO HEAR ABOUT 'SUCCESS 
STORIES' FR<»< THE PRIVATE SECTOR, LET ME STATE THAT THE 
GREATEST SUCCESS STORY THAT 1 CAM POINT TO IS THE FACT THAT 
THE NEW CONGRESS OF THE UNITED STATES OF AMERICA IS SEEKING 
THE INPUT FROM BUSINESS AMD PRIVATE INDIVIDUALS AS THEY 
RESHAPE THE GOVERNMENT OF THIS GREAT LAND. 

THE WISDOM OF THE AMERICAN VOTER BEGAN THE PROCESS OF 
SUCCESSFULLY TAILORING OUR GOVERNMENT TO MORE ACCURATELY 
REFLECT THE GOALS AND VALUES OF THE CITIZENS OF THIS COUNTRY. 
WE AMERICANS MUST NOW STAY INVOLVED IN THIS PROCESS OF 
DEVELOPING SYSTEMS AND OPPORTUNITIES TO CONTINUE THE 
EOBfOMIES AMD EQUALITIES OF THIS GOVERI^NT OF THE PEOPLE FOR 
THE PEOPLE AMD BY THE PEOPLE. THANK YOU FOR PROVIDING THE 
PROCESS FOR US TO DO THAT. 

I AM AN INDUSTRIALIST, AMD 1 KNOW I HAVE BEEN SUCCESSFUL 
BECAUSE I HAVE SURVIVED THE LAST DECADE 1 THE BURDEN OF 
TAXES, OVER-REGULATION, AND PAPERWORK REDUNDANCY HAVE PUT 
MANY OTHER SMALL BUSINESSES OUT OF BUSINESS. WE'VE MADE IT, 
AND WANT TO BE PRO-ACTIVE IN THE PROCESS YOU HAVE PUT FORTH 
TO HELP OTHERS MAKE IT AS WELL. 

I'D LIKE TO FOCUS ON THE ENVIRONMENT AS MY SUGGESTION FOR 
GETTING ON WITH SOLUTIONS, AMD GETTING OFF OF STUDYING AND 
PAYING GOOD MONEY FOR BAD PERFORMANCE. I WAS INTRODUCED TO 
THE CONCEPT OF ' RCOLONOMICS ' BY DENNIS HEAVER. DENNIS FORMED 
THE INSTITUTE OF ECOLONOMICS TO PROMOTE THE PROCESS OF 
CLEANING THE ENVIRONMENT FOR PROFIT; BY UTILIZING COOPERATION 
AND TECH NOLOGY. (A COPY OF 'ECOLONOMICS IN ACTION' IS 
attached TO THIS TESTIMONY.) 

THOUGH THE PRIMARY ACTIVITY IN OUR BUSINESS IS THE SALES OF 
PARTS AMD SERVICE IN THE REPAIR OF BOILERS AND DIESEL ENGINES 
IN SHIPS, FACTORIES, AMD UTILITIES, HE HAVE BECOME INVOLVED 
IN THE SEARCH FOR PRODUCTS AND SERVICES TO PROMOTE AND 
PROVIDE TO OUR CUSTOMERS THAT WILL HELP THEM IMPROVE THE 
POTENTIAL ENVIRONMENTAL IMPACT AS THE OPERATE. THIS HAS 
PROVEN TO BE A POTENTIAL REVENUE STREAM FOR OUR FIRM, AND A 
RELIABLE SOURCE OF MATERIALS FROM A TRUSTED VENDOR. 

THE OPPORTUNITY FOR DEVELOPING STABLE BUSINESS BY CLEANING 
THE ENVIRONMENT IS AN EXCITING ONE FOR YOUNG PEOPLE. TO THAT 
END, OUR FIRM HAS JOINED WITH SEATTLE INDUSTRIAL ROTARY 
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CLUB, AMS WASB1N6TC»1 INSTITUTE FOR POLICY STUDY >OUR AREA'S 
ADVOCATE FOR THE FREE ENTERPRISE SYSTEM- AND CLEVELAND HIGH 
SCHOOL, IN ESTABLISHING THE BUSINESS DEVELOPMENT ACADEMY TO 
SERVE HIGH SCHOOL STUDENTS, MANY OF WHICH AT 'AT-RISK'. WE 
PLAN TO OFFER A CURRICULUM IK ECOLONOHICS, AND SHARE IN THE 
MARKETING OF SEVERAL PRODUCTS THROUGH SUB-DEALERSHIPS WITH 
OUR STUDENTS TO HELP THEM DEVELOP INDEPENDENT BUSINESSES OF 
THEIR OWN. IN OUR INTERNATI(»1AL TRADE CURRICULUM, THE 
STUDENTS HILL LEARN TO MARKET DM THE GLOBAL INTER-NET. 

OUR FIRM, AND OUR ACADEMY IS INTERESTED IN PARTNERING WITH 
OUR GOVERNMENT IN DEVELOPING TWO PROJECTS TO PROVE THE VALUE 
OF ECOLONOHICS IN BOTH IMPROVING THE ENVIRONMENT AND THE 
ECONOMIC OPPORTUNITIES FOR ENTREPRENEURS OF ALL AGES. 

ONE OF OUR PROPOSED PROJECTS WOULD BE UNDER THE DIRECTION OF 
DR. PETER JENKINS, DEAN OF ENGINEERING AMD APPLIED SCIENCES 
AT THE UNIVERSITY OF COLORADO AT DENVER. OUR PROJECT WOULD 
DEVELOP THE USE OF TWO NEW TECHNOLOGIES TO POTENTIALLY 
ELIMINATE THE NEED FOR A TAILINGS POND AT A COLORADO GOLD 
MILL FACILITY. SIMPLY, HE WOULD INCORPORATE THE USE OF A 
SOPHISTICATED WATER TREATMENT PROCESS, AND THE TECHNOLOGY FOR 
CREATING AM ALTERNATIVE BUILDING BRICK, TO PROVIDE FOR RE- 
CIRCULATING THE MILL PROCESS WATER, AMD USING THE HASTE 
MATERIAL TO CREATE A NEW PRODUCT AND ADDITIONAL REVENUE 
STREAM. THE IMPACT ON THE MINIMS INDUSTRY COULD BE VERY 
DRAMATIC. DR. JENKINS BAS FORMED AM ECOLONOHICS ADVISORY 
BOARD THAT REPRESENTS MANY OF TBS PRIMARY PLAYER IN THE FIELD 
OP ENGINEERING, THIS OPPORTUNITY TO INVEST IN A SOLUTION OF 
THIS TYPE SHOULD BE VERY EXCITING TO YOUR COHHITTEE. 

THE SECOND PROJECT INVOLVES THE USE OF A TECHNOLOGY DEVELOPED 
AT BATTELLE NORTHWEST LABORATORY IN RICHLAND, USING GLASS 
MELTING FURNACES TO OLAS8IFY, (VITRIFY) HASTE. THE METHODS 
WERE ORIGINALLY INTENDED TO TORN HIGH-LEVEL RADIOACTIVE 
WASTES INTO GLASS, WHICH CAN THEN BE STORED WITHOUT DANGER OF 
RADIOACTIVE MATERIALS LEACHING INTO THE GROUNDWATER. 

HOWEVER, VITRIFICATION CAN BE USED CW MANY OTHER WASTE 
STREAMS, SUCH AS MUNICIPAL SOLID WASTE, INCINERATOR ASH, AND 
CHEMICALLY HAZARDOUS WASTES, WITH THE SAME BENEFICIAL RESULT, 
NON-LEACHING GLASS THAT CAN BE TURNED INTO USEFUL PRODUCTS 
LIKE GARDEN TILES, PAVING BRICK FILLER FOR ASPHALT ROAD BEOS 
AND GLASS WOOL FOR INSULATION. 

THIS WOULD BE AN EXCELLENT TECHNOLOGY FOR SUPERFUND SITES, A 
PORTABLE OR SEMIPERMANENT MELTER COULD BE USED TO RENDER 
CONTAMINATED SOIL CCBtPLETELY SAFE, AND TURN IT INTO SALABLE 
PRODUCTS. WE NEED A SITE TO PROVE THAT THIS CAN BE DONE, 
AGAIN, AN EXCITING OPPORTUNITY FOR YOUR COMMITTEE TO TAKE A 
GIANT STEP FORWARD IN SUPERFUND CLEAN-UP AND PROVIDING CAREER 
PATH OPPORTUNITIES TO STUDENTS. 

BOTH PROJECTS OFFER UNPRECEDENTED OPPORTUNITIES TO 'MAKE A 
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Mr. CuNGER. Thank you very much, Ms. Fraser. We appreciate 
your testimony. 

Now, we will ask Mr. Riggs, if he would commence. 

Mr. Riggs. Thank you tor the opportunity to appear before this 
committee. I am president of Services Group of America. SGA is 
the largest privately owned company in the State of Washington 
and one of the largest in the Nation. Our operations include food 
service distribution and insurance. 

Voice. Get closer to the microphone. 

Mr. Clinger. Sir, tilt it down a little bit. 

Mr. Riggs. You bet. It is easier said than done. There we go. Is 
that better? 

I am here today to emphasize that at SGA we strongly support 
your elforts to reduce the size of Federal Government. Our experi- 
ence proves that you can reduce the size while increasing efficiency 
and productivity. 

The key to success here is focus. You need to decide where gov- 
ernment can provide real value and focus on those areas. Where 
government fails to produce results that justify their cost, it should 
end the activity. 

There are two main reasons why we believe so strongly that gov- 
ernment can and must reduce its size. The first is that the Nation’s 
future depends on reducing the Federal deficit. 

Privately held companies such as SGA create many of the Na- 
tion’s new jobs eveiy year. Because we are privately held, we have 
only two sources of capital to invest in our growth. One is the rein- 
vestment of our earnings and the other is capital that we borrow. 

When the Federal Government raises taxes to finance spending, 
it reduces our ability to reinvest earnings. It does not take a large 
tax increase to cause a significant reduction. When the Federal 
Government borrows money to finance the deficit, it competes with 
us for capital. This reduces our ability to borrow and raises our 
borrowing costs. 

I emphasize capital investment and job creation because that is 
the primaiy emphasis at SGA. In the past 6 years, we have in- 
vested well in excess of $100 million in new facilities and tech- 
nology. We also invest in our associates, who are our real competi- 
tive edge. President Clinton once proposed that corporations should 
allocate IV 2 percent of their annual payrolls for training, and we 
have exceeded that percentage for years with no government man- 
date. 

At SGA, we are investing in our future growth. The more capital 
we have available through earnings or borrowing, the more we are 
able to make similar investments that lead to growth and to jobs. 

There is a second reason why we encourage you to reduce the 
size of Federal Government and to make it more efficient; and that 
is because we know you can. It takes focus and it takes hard work, 
years of it. We know because we have been there. 

SGA dealt with extensive efficiency issues when we acquired a 
company called Pacific Gamble Robinson back in 1986 and created 
what is now Food Services of America in 1987. To succeed, we had 
to decide where we could deliver better value to our customers than 
our competitors. We evaluated all of our businesses and sold or 
shut down the ones where we could not deliver that value. 'Those 
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decisions were hard. We had to stay disciplined and focused. The 
business operations that we have divested since 1986, if taken as 
a single company, would rank among the five largest privately held 
companies in the State of Washington. 

In the short term, becoming more efficient forced our company 
and our people through very tough changes. In the long term, our 
refocused efficiency made today’s success possible. Let me give you 
a couple of examples of how we did it. 

One was a company called Trade well, which is a retail CTOcery 
operation which we acquired when we purchased Pacific Gamble 
Robinson. It took us a couple of years, but we realized that we were 
not very good at retail groceiy. It did not fit with the food service 
distribution, which was the backbone of our food operations. Fi- 
nally we sold Tradewell and concentrated on food service distribu- 
tion. 

The second example is a company called Amerifresh, which is our 
fresh produce operation. When we acauired the company, it was in 
packing, shipping and brokerage ana it was losing money badly 
trying to be too many things to too many people. We eventually 
sold packing, closed shipping. Today Amerifresh is healthy and 
growing. 

In the end, our hard work and long-term commitment have paid 
off. Our company is strong and productive. Our customers are bet- 
ter served. We have been able to preserve many existing jobs and 
create new ones. We do not waste money on things that we do not 
do well. 

Across the Nation, SGA and other American companies have 
shown how to streamline operations and increase efficiency and 
productivity. With their votes in 1994, the American people have 
shown that they want their government to do the same. Now our 
government must show the hard work and the commitment to get 
the job done. 

Thank you. 

[The prepared statement of Mr. Riggs follows;] 
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President, Services Group of America 

Testimony for House Government Operations Committee 

Oct. 6, 199S 

Thank you for the opportunity to appear before this committee today. I'm Larry Riggs, 
President of Services Group of America, SGA is the largest privately owned company in 
Washington state, and one of the largest in the nation. Our operations include foodservice 
distribution, produce brokerage, international food trading, and insurance. We do most of our 
business in the Western United States. 

I am here today to emphasize that at SGA, wo strongly support your efforts to reduce the size 
of the federal government. Our own experience, and the experience of many other American 
companies, prove you can reduce size while increasing efficiency and productivity, 

The key to success here is focus. You need to decide what government is good at - where it 
can provide real value -- and focus on those areas. Where government is doing something 
poorly or its original purpose is no longer valid, it should get out Don't use our tax money 
to finance inefficient, misguided operations. 

There are two main reasons why we believe so strongly that government can and must reduce 
its size. The first is that the nation's future depends on reducing the federal deficit. 

Privately owned companies such as SGA create many of the nation's new jobs every year. 
Because we are privately owned, we have only two sources of capital to invest in our growth. 
One is the reinvestment of our earnings. The other is capita] we can borrow. 

wa ticiiKiBt nv/ tw «ioo 
Scall'c WA 9011.16 

> {rli6) 933 0220 

Fax (2W1 S33 5217 


I'O Hoi 3627 
Sea'll:. W 'JI.I 121 



462 


LAWRENCE A, RIGGS 

TESTIMONY FOR HOUSE GOVERNMENT OPERATIONS COMMITTEE 
Oct. 6, 1995 

When the federal government raises taxes to finance spending, it reduces our ability to 
reinvest earnings. It doesn't take a large tax increase to make a significant reduction in the 
earnings available for reinvestment. 

When the federal government borrows money to finance the deficit, it competes with us for 
capital. This reduces our ability to borrow and raises our borrowing costs. The federal 
government currently is the largest debtor in the world. Every dollar our government borrows 
is a dollar private industry cannot invest in the growth that creates new jobs. 

I am emphasizing capital investment and job creation because that is a primary emphasis at 
SGA. In the past six years we have invested well in excess of a hundred million dollars in 
new facilities and technology. We built new Foodservice distribution centers in California, 
Nebraska, North Dakota and Idaho, and we are building another in Alaska We expanded five 
other distribution centers and purchased two additional existing facilities. 

We invested in our Associates, who are our real competitive edge. We built outstanding 
corporate training facilities, where hundreds of our Associates take courses every year. 
President Clinton once proposed that corporations should allocate 1-1/2 percent of their annual 
payrolls for training. We have exceeded that percentage for years with no government 
mandate. 

We could have simply kept our earnings. Instead, we invested them in our future growth. The 
more capital we have available, whether through earnings or borrowing, the more able we are 
to make similar investments that lead to growth and jobs. 

There's a second reason why we encourage you to stay the course in your effort to reduce the 
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federal government's size and make it more efficient. That is because we know you can 
succeed. It takes focus and hard work — years of it. We know because we've been there. 

SGA successfully dealt with extensive efficiency issues after we acquired Pacific Gamble 
Robinson in 1986 and created Food Services of America in 1987. To be able to invest more 
than a hundred million dollars in our future productivity — and to succeed - we had to 
concentrate on what we could do best. We had to decide where we could deliver better value 
to customers than our competitors. We evaluated all of our business operations and sold or 
shut down the ones where we couldn't deliver that value. 

Those decisions were hard. We had to stay disciplined and focused. The business operations 
we have divested since 1986, if taken as a single company, would rank among the five largest 
privately held companies in Washington state. In the short term, becoming more efficient 
forced our company and people through tough changes. 

In the long term, our refocused efficiency made us the success we are today. Let me give you 
two specific examples of how we did it. One was the Tradewell retail grocery chain, which 
we acquired in the Pacific Gamble Robinson purchase It took us a couple of years, but we 
realized that we weren't good at retail grocery, and it didn’t fit with foodservice distribution, 
the backbone of our food operations. We sold Tradewell and concentrated on foodservice 
distribution. 

The second example is Amerifresh, our fresh produce operation. When we bought the 
company, it had operations in packing, shipping, and brokerage. The company was losing 
money badly, trying to be too many things to too many people. We eventually sold the 
packing and closed the shipping operations. Today Amerifresh is healthy and growing. 
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In the end, our hard work and long-term commitment have paid off. Our company is strong 
and productive. Our marketplaces are better served. We have been able to preserve many 
existing Jobs and create new ones. We don't waste our money on things we don't do well. 

Across the nation, SGA and other American companies have shown how to streamline 
operations and increase efficiency and productivity. With their votes in 1994, the American 
people have shown they want government to do the same. Now American government must 
show the hard work and commitment to get the job done. 
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Mr. Clinger. Thank you very, very much. Mr. Schiff and I were 
just commenting about your comment that you do not waste money 
on doing tilings that you cannot do well. I think we should cer- 
tainly mind that advice very much. 

Mr. TeGantvoort. 

Mr. TeGantvoort. I too would like to thank you for inviting me 
to this panel and the Congressmen for taking the time to listen to 
what our complaints or grievances or comments are in regard to 
the Federal Government. 

Some of the things that have been said I agree with whole- 
heartedly, especially some of the capital things we have talked 
about, how we create a business and now we get started and how 
we get going. Our business is not comparable to the other three 
people here, we are a very small company, we sell auto parts at a 
distributor level to parts stores, to installers, to school districts and 
government agencies. And it is real hard for us to run a business 
with 40 people sometimes because of the regulations and complex- 
ities of some of the rules. 

But some of the things that are really irritating to people like me 
are we would like to see something happen in the way of a flat tax 
proposal come to fruition, no exemptions, eliminate all special in- 
terest tax breaks. Our small company last year spent about 
$14,500 to prepare a tax return. That does not sound like a lot of 
moi^_to^some peop le but it is a lot of money to me. This does not 
include any oT our office personnel that manages to keep records 
all year long. That is just outside auditing that we paid this money 
for, which we could have used in a lot better way if our taxes could 
be so much less complicated — not less money, but just less com- 
plicated. 

I would like to also talk about what we call estate taxes. I call 
them death taxes and that is what they are, they are a death tax. 
And they make it almost impossible to transfer ownership of a 
small business like ours to our next generation. What would be 
more unAmerican and cruel than to a^ieve the American dream, 
build a successful business and then die and give up 55 percent of 
your business to the Federal Government — everything you have, 
thev get 55 percent of in the current law. Leave your business 
without cash when you die, and certainly your business will close, 
and now it is 43 people that are going to be out of work because 
there is no way to provide the money. 

Right now before the House, there is House Bill H.R. 2190 that 
deals with this, it mves small business a $3 million exemption, 
which would be a hdp, that would be a help to a lot of small busi- 
nesses, people like us tiying to pass our business on to our kids, 
which is virtually impossible today. 

I would like to see technology stay in the forefront of our edu- 
cational system. I think we have forgot about it, R&D has kind of 
gone away. I think it is still critical to the country that we main- 
tmn our space lead and our challenges into space. We have to con- 
tinue to move forward because that is where all of our jobs are 
going to come from, that is where all the new inventions are going 
to come from. 

I look at our educational system now and I get people coming 
into our store, maybe they are just out of high school, they are 
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looking for their first job driving a delivery truck for us. We have 
18 delivery truck drivers that come and go all day long in our store. 

I get people in filling out job applications that cannot fill out job 
applications. You ask them how many 32 cent stamps you can buy 
for $2 and they cannot figure it out. It is real discouraging to have 
these people come. 

I think our educational system really needs a major overhaul. I 
do not think there is any reason for the Federal Government to be 
involved in education. I think the money must come back to the 
local school districts and be administered here and allow the 
schools to do the job that they have been hired to do by the public, 
and not have to operate under Federal mandates all the time. 

And we have departments like Commerce, Education, Energy, 
Labor and Housing and Urban Development, and I honestly cannot 
imagine why the U.S. Government thinks they need to do all those 
things for us, when they could all be done better here locally. 

One of the questions I think we ought to ask ourselves when you 
look at these agencies is what good the agency is now doing. And 
the answer to that question, how can it be done better at the local 
level of government, is really the situation that I think needs to be 
addressed. If it can be done better at the local level, take it away 
from the Federal Government and let us do it. 

Thank you veiw much. [Applause.] 

Mr. Clinger. Thank you very much, Mr. TeGantvoort. 

Mr. Tate. 

Mr. Tate. First of all, I would like to thank the panel for coming. 

I would like to split I guess my questions in half; one on taxes and 
one on regulation, because I think we have heard quite a bit on 
both. And I would like to start with taxes first. 

I know Congresswoman Smith mentioned earlier if you were 
king for a day, she asked that question to Mr. Carlson. I know Mr. 
Riggs mentioned that when taxes go up, it comes out of the money 
that they can use to reinvest in, you know, capital improvements 
or in hiring new people. And Mr. TeGantvoort, you mentioned also 
the effect of taxes. \^at can we do as the debate in regard to tax 
reform comes along, what should we be looking at to chanp our 
system? And what would be the ideal system, not only for fairness, 
but also for simplicity and job creation? 

Mr. TeGantvoort. Our tax system is so complicated, it is hard 
to figure out where to start, but I think if we start with a simple 
tax system, we would be a lot better off. A flat tax proposal would 
be something that would make good sense for us, possibly a con- 
sumption tax, everybody pays consumption tax. And by that, that 
is just a sales tax like we pay our 8.2 percent here on everjdhing 
that we buy. There is no avoidance of it, every time you buy some- 
thing, you pay your tax. It is simple, it is not complicated, it is a 
good source of revenue, the people pay fairly. If you are making $1 
million a year, you spend a lot more money than if you are making 
$23,000 a year, you pay a lot more taxes. So again, the more money 
a person makes, the more money he is going to spend, the more 
tax he pays, so it is fair. And that gives guys an opportunity. 

When we look at our — we used to have a tax investment credit 
on purchases for equipment and these kinds of things, the ITC is 
something that comd be helping us out. But then that gets back 



467 


onto the complexities of all these special interest exemptions that 
we are trying to get rid of now. I would like to see — well, really, 
I would like to see us simplify our tax system totally, because it 
does hurt us. We cannot reinvest money that we do not have be- 
cause we are pa 3 dng it all in Federal tax now. 

Mr. Tate. Mr. Riggs, what would you — as king for the day over 
the tax system. 

Mr. Riggs. You have made it too broad by being king, but I 
would just try and keep it very simple. I would say encourage in- 
vestment, encourage savings and simplify, simplify, simplify. 

Mr. Tate. Gwen Fraser, you talked about kind of an exciting pro- 
gram, the whole issue of vitrification and dealing with Superfund 
cleanup sites. Have there been numerous studies on this and what 
have the studies said, and the second part of the question would 
be are you working with EPA and what kind of relationship do you 
have with the EPA in working on some of these kind of innovative 
private sector driven ideas? 

Ms. Fraser. We have not worked directly with EPA, we have 
been working with Battelle Laboratories. I figured if I could not 
take on the school district, I probably would never get through the 
EPA. [Laughter.] 

The technology is a very real technology and the time has come 
for something Eke this, for us to get innovative about this. )^at 
I am interested in is to share this opportunity, if we are going to 
move forward, and make it an exciting opportunity for advancing 
young people wanting to get a better education. We simply have to 
instill some excitement in the hope that is out there. We have 
taken a lot of hope away from our young people and it is no doubt. 
I mean, listen to us, we are not high on hope, so we are not passing 
a lot of that on. 

There are tons of technologies. Congressman, that are so ready 
to be shared by this kind of a project, simply getting the paper- 
work, the red tape, the fear of teking a risk. We do not live in a 
world without risk, but that is basically what our regulators are 
telling us. If there is any chance that anything can go wrong, do 
not change it. So we are still spreading hay bales on Superfund 
sites. That is kind of dumb. 

Mr. Tate. All right, thank you. 

Ms. Fraser. And ao you not want to know what I would do as 
queen for a day? 

Mr. Tate. Absolutely. Queen for the day in regards to 

Ms. Fraser. Flat tax, 10 percent. Even God does not ask for 
more than that. 

Mr. Tate. OK. [Laughter and applause.] 

I think you have some support out there. 

Ms. Fraser. I think so. 

Mr. Tate. Mr. Larsen, just real quickly, as we work on regu- 
latory reform this year, and especially on the subcommittee which 
Mr. McIntosh chairs, we saw recent polls of small business and 
other businesses out there around the country saying their biggest 
threat they believed was not just taxes, though they were very con- 
cerned about taxes, was regulations that they could hardly not only 
figure out, but many times were in conflict with other agencies. 
You have mentioned a program Project XL, which you see as a 
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model maybe that we could apply elsewhere throughout the govern- 
ment. What are your feelings about some of the Ganges you have 
seen in Congress today regarding risk assessment — I know vou ref- 
erenced that in your opening remarks — but making sure tnat, for 
example, the new regulations are based on sound science? There is 
a novel concept, they have to be based on fact and not fiction. And 
the whole idea of cost/benefit analysis. I know mv time is running 
short, but if you could touch on some of those and what that would 
mean, not only to Weyerhaeuser Co., but to economic development 
and business growth in the State overall. 

Mr. Larsen. Yes. I think we have consistently before the Con- 
gress been advocates for (1) continuing to put good science on these 
issues. We have got to have facts and data. These issues are very 
complex, society expects us to resolve many of the issues. The issue 
is one of efficiency — and we are not putting good science today. The 
regulatory system in the areas that I am most involved in with en- 
vironment and energy are much too complex. They are bent on 
going after the individual who has been abusive and, therefore, 
they put an enormous amount of complexity, and an enormous bur- 
den on the larger part of the population tnat would like to be re- 
sponsible. So we need to take on those processes. Through proc- 
esses such as cost/benefit, establishing priorities by looking at the 
risks and taking on those issues that are having the CTeatest im- 
pact on our society today, is going to be the best use of our money. 

The point that I was attempting to make is, it is imperative on 
the part of not only government but on the private sector to try to 
develop good faith relationships with one another. We will not do 
this by just trying to eliminate all of these government agencies. 
They have a useful role. The efficiency with which that role is cur- 
rently being played out is the question. But there is a value added 
set 01 activities that they can contribute in the challenges that we 
are faced with. 

On the private side, we have got to learn to work more efficiently 
with them. And, the combination of this, we have got to work in 
a more trusting relationship with one another. 

Mr. Tate. Thank you. I yield back what is left. 

Mr. Clinger. Thank you very much. Mr. Schiff. 

Mr. Schiff. Thank you very much, Mr. Chairman. 

I would like to talk about one issue, because it is a very hot 
issue, of course, in Washington right now, and that is the tax struc- 
ture, and particularly the flat tax. And Ms. Fraser, as queen for a 
day, you nave mentioned that and I believe you did also, Mr. 
TeGantvoort. But I would like to ask this question. When you say 
a flat tax, no exceptions — because you see that is one of the de- 
bates. There are two debates. Do you want to go to a flat tax? And 
second, do you want to go to a flat tax with no exceptions? And 
there is no right or wrong answer, it is a philosophy. But I would 
just inquire again, I mean, when you say no exceptions, that means 
no personal exemptions for children, it means no charitable or 
church deduction, it means no mortgage deduction. I mean I just 
wanted to double check. Is that still vmat you are standing on as 
your recommendation? Ms. Fraser, may I begin with you? 

Ms. Fraser. At 10 percent, yes. 

Mr. Schiff. Well, I do not know what the percent will be. 
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Ms. Fraser. Well it makes a difference. [Applause.] 

Mr. SCHIFF. Well, no, it does not, actually. It does not because 
it depends what you were trying to spend on. If there is a war, you 
cannot say the tax is going to be 10 percent because you might 
need some additional funds to fight the war. So vou cannot premet 
in advance exactly necessarily what the tax will ne. Although some 
of the estimates are right around 17 percent. That is what I have 
heard, based upon predictions of spending. 

Mr. TeGantvoort, would you make any exemptions? 

Mr. TeGantvoort. Well, I would not make any exemptions, no. 
I would establish a rate that was fair to everybody and not have 
all these loopholes and exemptions, I just do not think you need it. 
I do not think it encourages people to go buy a house, whether they 
get a deduction. If he had a flat rate tax, it would not make any 
difference, he is still going to buy a house if he wants one, the aver- 
age guy is, he is going to own a home no matter what. So you give 
him all these loopholes and exemptions and pretty soon you are 
right back to where you are today. The Tax Code is 2 feet thick. 

Mr. ScHiFF. All right, well you answered my question very 
straight-forwardly, I do appreciate it. 

Thank you, Mr. Chairman, I yield back. 

Mr. Clinger. Thank you, Mr. Schiff. Congresswoman Smith. 

Ms. Smith. Thank you. 

I am going to stay on the tax system, because I believe since I 
first ran for office, I got a book on campaigning because the my 
before me voted for doubling my tax in 1983 or 1982. And so I oe- 
came a Republican after I had Been a Democrat, and got busy and 
kicked him out because I had to lay off two people because they 
doubled my tax. And the regulatory pressure on me — I was not a 
Weyerhaeuser, when they added regulation I had to hire a new 
bookkeeper, I could not afford. The two things together just made 
me furious. 

So the beginning of my political career came from unfair taxation 
and I will tell you what I did. I ran seven H&R Block offices, had 
a franchise. So I was making money from taxes, teaching — where 
I was making the money is teaching the complicated law changes 
every year. And every time they would simplify the taxes, I would 
do real well. But on the other side — in fact, every time they would 
simplify the Federal tax, I could count on my profit, 1 year it went 
up 300 percent because people could not understand the simplifica- 
tion. 

Then I was a small business person trying to manage up to 125 
people, I never was very big. And at the same time, just got furious 
at government growing and putting people out of work. 

I have come over those years to the belief that not only do I 
think we have to mve everybody a rest, but I think we have to sim- 
pli^. And I have had nine hearings so far and our Small Business 
Task Force on Taxation and Finance that I chair will hold eight 
more at the first of the year. The first nine have told us this — peo- 
ple want fairness consistently; people are shocked at the rate it has 
to be even if you do not have any exclusions, it is nearly 17 percent 
without the interest, with no deductions, depending on the base, if 
you mve families about a $30,000 base for a family of four, it is still 
nearly 17 percent. They are shocked, they cannot believe it. They 



470 


always say 10 percent should do it. We are going to have to under- 
stand in this debate where we are coming from and where we are 
going. But they even will accept, if they accept the higher rate, that 
it is simpler tmd always I get from nearly 50 percent of the people 
that testify, whatever is fair and other people do not get out of The 
hipest issue in the fairness is inheritance tax. 

^ with that, would you agree to a flat tax proposal that got rid 
of all other taxes, payroll taxes included, inheritance tax, income 
tax, all of them, if you could find a way to do it, if that rate were 
35 percent, because it just about has to be that, or would you still 
believe it could not be and would prefer to pay your social security 
tax separate, your other payroll taxes separate, 10 percent income 
tax if we could get it to that, and inheritance tax. Now that is a 
hard one and we are running out of time already. 

Mr. Riggs. I have kind of a visceral response. You know, I would 
go along with — I am the advocate of simplification and I would go 
along with an all-inclusive tax and I would go along with that all- 
inclusive tax even if it were at what I — what you just described to 
me was an extraordinary rate, if you would commit to cut it in half 
in 5 years. [Applause.] 

Ms. Smith. And I guess what I would have to ask you is would 
you be willing to cut the Federal budget and not have the services, 
half of the services? [Applause.] 

I am just going to say I think people are amazed when they see 
you are already paying 15 percent, with the employers and employ- 
ees, you are already paying a base rate of 17 to 30 some percent, 
you are also paying otner employment taxes, and when you get 
done, most of us are paying 30 some percent. And they just do not 
want to face it as a society. They will come back to say 10 percent 
should do it. Ten percent is not doing it, 30 some percent is doing 
it. The government is taking that much. And as we are downsizing 
the government, we have to get rid of $200 billion in spending. Is 
it reasonable to believe we would cut the spending by half to gen- 
erate half the amount of tax? Do you think we really can get there. 
I know I am baiting you a little, Mr. Riggs, but that is a hard one, 
is it not? 

Mr. Riggs. Well, you know, I just had the pleasure of being in 
Washington, DC, recently and meeting with the Department of 
LsJt)or. 

Ms. Smith. Pleasure? 

Mr. Riggs. And I do not know if you have walked through that 
building. It is a marvelous edifice. You walk up the steps and it 
is tiiis gorgeous building, you walk inside and it is like the Gong 
Show. [Laughter.] 

The particular administrative agency that we were visiting I will 
leave nameless because they will probably read this testimony. The 
people that we were visiting, as I walked into the — this is a senior 
level person — as I walked toward his office, there were a stack of 
a dozen or so personal computers, PCs, stuck in a comer. And I 
said, “Oh, these are new?” He said, “No, these are old, they have 
been sitting there for about 18 months because we do not have in 
our budget the money to buy software or to get them repaired 
when they need to be fixed.” So they are using manual typewriters. 
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And, you know, the tax rate that my organization and I pay per- 
sonally is — I think when I view it in the context of where my 
money is going and how it is being spent, it is too high. And the 
only way to get after that is exactly what you are doing right now, 
and that is reducing the size of Federal Government. We can talk 
about strategies until we are blue in the face, but at the end of the 
day it does not make any difference unless we begin to get at the 
problem. 

Mr. ScfflFF. Would you yield for 1 second? 

Ms. Smith. I would be glad to. 

Mr. SCHIFF. Thank you. I just want to point out, as I said earlier, 
and I think we certainly agreed on this panel and many others in 
Congress of both parties, that the goal of reaching a balanced budg- 
et is unalterable, we have to do it. We have let things go too far, 
there is plenty of blame to go around to different parties and Presi- 
dents and Congresses, but it is time to do something. So I want to 

E reface what I am saying with that observation, that even some 
ills I do not agree with some of the decisions, we are just going 
to have to move ahead and make decisions. 

But I do want you to know from our point of view that we get 
a lot of letters and phone calls that start off like this, “We believe 
in a balanced budget, but . . . .” Fill in the blank. Add up all the 
buts and we never balance the budget. And again, I am willing to 
take the responsibility, as I know my colleagues are, for making 
the decisions that have to be made. But be aware that we actually 
get a rather mixed message in Washington on that. 

I^eld back, thank you. 

Mr. Clinger. Like the old saw, do not cut you, do not cut me, 
cut the fellow behind the tree — that is an old saw in Washington. 

I just have one question, changing the focus a little bit here. 
Those who argue that we have to retain a great deal of regulatory 

f )ower at the Federal level will argue not that you cannot trust 
ocal governments or State governments, but that you have to have 
someplace where you set national standards. You have to have na- 
tional environmental standards, you have to have water quality 
standards, you have to have some educational standards. You 
know, we can certainly argue about this, but the question then is 
can we devolve government back to States and local governments 
in areas which nave been perceived as requiring some national 
standard that must be met, and by block granting things, are we 
encouraging sort of chaos out there in terms of maintaining some 
sort of national standards? I would address this to the entire panel. 
Yes, Ms. Fraser. 

Ms. Fraser. Well, there are all kinds of ways to get compliance 
and incentives can look many, many ways. I am from the maritime 
industry and ship repair has been dismal, and in our area we are 
not competitive actually and a great number of the dollar difference 
comes in how much better stewards we are of the environment in 
the Pacific Northwest. 

But one of the things you could do in that industry is you could 
form the concept of an A-team, and if your shipyard were not on 
the A-team, it simply did not get the chance to bid on government 
work. And the first year, that might be 35 percent. Then give in- 
centives for people to engage in the technologies and the equipment 
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to get them in compliance. Second year is 50 percent, the third 
year it is 75 percent and in 5 years 100 percent of American tax- 
payer dollars would not be spent on facilities that were not in total 
compliance with good environmental stewardship. If you did not 
want to be a clean guy, you did not get to be in business, you would 
not hang around very long. That is an incentive that would work. 

Voice. Would you put that person on welfare then? 

Ms. Fraser. I beg your pardon? 

Voice. Would you put that person on welfare? 

Ms. Fraser. Which person? 

Voice. The person you put out of business. 

Ms. Fraser. Well, I am assuming that if the person understands 
the size of the incentive, if he is a lemtimate contractor, he is going 
to get on that A-team, particularly if you are awarding him the tax 
incentives to increase his capital expenditures to get there. 

Mr. CuNGER. Mr. Larsen, do you think that we need a national 
standard, say in terms of water quality, air quality, and can we 
achieve that standard while at the same time mving States much 
more discretion on how they meet those standards? 

Mr. Larsen. I think you have described the task that we would 
advocate. We do believe there has to be a base line set of standards 
across the Nation. Some regions or States might find it in their in- 
terest to have more difficult standards. They ought to be given that 
prerogative. 

I think the issue before us today is the tremendous inefficiency 
that we have built into the regulatory processes that are attempt- 
ing to impose those Federal standards, and the great complexity, 
the duplication, the inefficiency, that we find working within the 
Federal structure is in that aspect of it. So we would advocate 
much more of the actual process being shifted to State and local 
government, with a floor of standards. 

Mr. Clinger. Anybody else have any thoi^hts on that subject? 
That is really going to be a large part of this debate that we are 
going to be engaging in, that you need to have some way to ensure 
you nave a national approach, and yet you are also trying to make 
it as locally administered as possible. 

Any other questions of this panel? 

[No response.] 

Mr. CuNGER. If not, we thank you all, all four of you, for your 
very great help in our deliberations, and we appreciate you being 
here. [Applause.] 

Congressman Tate tells me we have another witness here and I 
would ask him if he would introduce him for a comment or two. 

Mr. Tate. Sure, absolutely. We actually have a very special guest 
in the audience. I know he could not make it here earlier, but the 
State Representative from the Second District which is Graham- 
Spanaway-Parkland, Tom Campbell is here. Tom, if you would like 
to use the microphone down here or come up to the front, whatever 
is more convenient. 

Mr. Clinger. If he comes up here, he has to get sworn in. If he 
is out there, he does not have to be sworn in. 

Mr. Tate. You can be sworn at down there. 

[Witness sworn.] 

Mr. Clinger. Welcome. Thank you for joining us. 
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STATEMENT OF TOM CAMPBELL, STATE REPRESENTATIVE 

Mr. Campbell. Thank you, Mr. Chairman, distinguished mem- 
bers. My name is Tom Campbell, 1 am lucky enough to be elected 
from the Second District of this g^eat State to represent the people 
of south Pierce County. 

In the last couple of sessions in the State legislature, I have been 
the prime sponsor of a resolution regarding State sovereignty. I am 
sure you are familiar with it because many States have passed a 
resolution veiw similar, which started in Colorado. 

I guess really what it comes down to in the discussion that I am 
listening to today, I have to tell you I am a little disturbed when 
I hear smout sending money back to us. To be honest with you, you 
should have never taken it. [Applause.] 

So maybe in the short term you need to send it back, but we 
need to cut the pipeline off as quickly as possible, because we need 
to start determining — I guess we went through that in this State 
through Initiative 601, which was how much the State spends. I 
think we need to look at how much money the Federal Government 
spends, because when it comes down to it, that is really the deter- 
mination of which programs are going to be worked, what is appro- 
priate or inappropriate because when you start hitting the lid of 
that spending, you start deciding, just like a family does, what is 
more important today, are we going to buy food, pay the car pay- 
ment or are we going to go out and put some money down on the 

But the fact of the matter is that we all make decisions on 
spending, and for far too long, Mr. Chairman, the Federal Govern- 
ment simply has not done that. They have just went ahead and 
raised the taxes. And they have increased our debt to the point 
that it is just going to bankrupt future generations, and we know 
that. 

I appreciate very much what this Congress is trying to do and 
the fact that you have come into this district to give us an oppor- 
tunity to speak. I have to say that my last Congressman, who is 
tvQ with ua, uevar au iuvitatiau ta taiaa davm aad 

testify. And I am very glad that this one has. I thank you. Con- 
gressman Tate. 

But the truth is we can debate all day long about a percentage 
of income tax, whether it should be value added or what-have-you. 
But the bottom line is, we need to decide what is appropriate for 
our Federal Government to spend on and how much money is it 
going to take. I would contend, Mr. Chairman, that we are spend- 
ing lots of money that simply should not be happening. The spend- 
ing has to stop, soms of thoso hard dooisions have, to take place. 

1 have to tell you as a State sovereignty advocate, when I start 
hearing about setting a base level because the States may somehow 
not be able to do that, I have to bite my ton^e a little bit. I think 
we are more than capable of setting the standards of good clean air 
and good water and so on. This area around Auburn and Federal 
Way is far different from the area that I have further down in the 
county. That is just in this small area. If you take into account 
Yakima or Spokane or what-have-you, we all have different very 
specific problems with our water supply here. And to say that one 
standard fits all throughout this great United States, to me, is just 
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unbelievable. And I think that the bottom line — [applause] — the 
bottom line really is the Constitution, as you know, — and I am not 
going to preach the Constitution to you — gives the States very 
large rights and it gave the Federal Government, as our agents, 
very small rights. And it was meant for a very good reason, it was 
meant to restrict that power so we do not nave an overoearing 
central government. 

And what I would just very politely remind you is that we would 
very much like to have our sovereignty back and we would like to — 
may I remind you that we are more than capable, as the people’s 
representatives at the local and State level, to make these deci- 
sions. And we can do them for the specific reasons that the people 
need here in Spanaway, in Federal Way, in Seattle or wherever. 
We do not need you to make these decisions for us. I appreciate 
that, but we just do not need it. [Applause.] 

Mr. Clinger. 'Thank you very much. 1 think you are absolutely 
right. To me, the argument that you can only trust the people in 
Washington to be concerned about the quality of air, water, what- 
ever it might be, whatever the issue might be, is to assume that 
the people who are living in the very area affected are going to 
want to spoil the water and pollute the air and everything else. 1 
mean, they are living in that atmosphere and that environment. 
They are going to be more concerned, it seems to me, than the peo- 
ple in Washington in the quality of that environment. So 1 think 
it really is disingenuous to say that the local people are not going 
to be interested. 

Mr. Campbell. Well, I am glad to hear you say that, and I want 
to very much encourage this Congress, and I want you to know we 
ajmreciate very much what is going on right now in Washin^n, 
DC. I think the hysteria and the hype that we are hearing ^out 
all the awful things that are going on really tell you just how en- 
trenched the problem really is, both in the media and all the people 
that have a vested interest in this continual tax and spend hysteria 
that has been going on for so long. We know that you are making 
some tough choices there and appreciate very much the efforts that 
you are making. You have got to keep at it, because, you know, ev- 
erything will come crashing down real fast if you do not. 

We have a responsibility here at the State, as you relinquish our 
rights back to us, to use those properly and to likewise send them 
back down to the local level as much as possible within our State 
Constitution, and we will do that. We are up to the challenge, we 
are more than willing to do just that. And we will certainly work 
to downsizing our government as well. We have done everything we 
can within our power and we will continue to do that through the 
next election cycle, I am quite certain. 

However, I think it is important to remember, State workers or 
Federal workers or whatever, I have to tell you, I am a little trou- 
bled sometimes by the rhetoric that somehow they are the answer 
to all the problems of government. We politicians are the ones that 
hired them. We politicians are the ones that told them to do what 
they are doing. Now they have taken off well beyond that, I will 
grant you that, but we need to lay the blame where it started and 
we need to go back and whittle down the numbers until they do 
the job that we delegate for them to do, and nothing more. And I 
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think that you have started on that process through regulatory re- 
form and so on. And I applaud you and encourage you to not look 
back. Because if you look back, things are going to start catching 
right back up with us and I do not think we have that much time. 
The public wants serious change and they want it yesterday. Not 
just a little watered down of what we had before. 

I thank you very much. [Applause.] 

Mr. Clinger. Congressman Tate. 

Mr. Tate. Thank you, Tom, for coming out. Just a couple of 
points. I could not agree with you more. One of the frustrating 
things for me as an elected official is when we are talking about 
block granting out a program out to the States. And people are say- 
ing well how do we know these programs are going to get to the 
people that need it. Well, by God, if they cannot get the job done 
at the State level, we ought to fire them and get somebody who 
can. 

Mr. Campbell. You bet. 

Mr. Tate. And having served in the legislature, and I know you 
and I know the members that are down there. You can do the job. 
And I just want to make that point. We know that you can do it, 
as much as we can block grant out to the States to allow you to 
make the local decisions for the people of Spanaway and Graham 
and the Tacoma area, you should be able to do. 

Are there any specific areas in regard to block grants that you 
do not think we have gone far enough so far? I mean, we have 
talked about, you know, Medigrants as part of Medicaid. We are 
looking at job training programs being sent out, instead of the 163 
programs we have now, we are going to send them out to the 
States. You know, there are several different programs, welfare re- 
form. What other things would you suggest — we have used the line 
today, king for the day — what else. I know you had the idea of not 
goin|[ back there at all, keeping the money right here in the State. 
But in the meantime, before we get to that. 

Mr. Campbell. Well there is always a transition that has to be 
dealt with, I understand that. 

Mr. Tate. Right. 

Mr. Campbell. Certainly any of the programs that you want to 
look at, be it Head Start or what-have-you, I think we need to start 
gearing them back to the States. And some of them are very appro- 
priate and have worked. But some of them have not and I think 
when we are talking about mandating that program, in fact a 
failed program, continue to run, I think we need to look at that 
carefully because in that case, block grant is not appropriate. We 
need to just make a decision. If a program is not in a positive way, 
let us go ahead and just cut our losses, let us get rid of it instead 
of giving the State a mandate, a Federal mandate, which in many 
cases I would challenge as unconstitutional, but as you know, it 
comes down — when we were in the legislature together, rather rou- 
tinely, that we have to spend this money on this area. And I think 
block grants are appropriate for those situations. But in others, I 
think you ought to just cut the losses and be done with it. It comes 
back to. Congressman Tate, once again, to what the Federal Gov- 
ernment should be doing. 
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I get very concerned when I hear that the cold war is ever and 
we have nothing to fear, when I realize the kind of problems that 
are out in the world and our Federal Government — in my mind, 
your first uuty is national defense. And then the other [applause] 
areas I think should be down at the local level. And I am concerned 
when I hear that lack of focus, if you will, on national defense at 
the Federal level, and getting into everything from water quality 
to what is going on in the kid’s education or how much nutrition 
is in an apple. It is getting ridiculous and I would really just say 
we need to focus at ftie Federal level very carefully. And again, I 
am not being overly critical because I am very encouraged by what 
is going on with this Congress. But I want to say again, please do 
not be caught up in that whole maelstrom of let us do just a little 
less than what was done before. It has got to be radically different. 
So block grant what you can, trust the people, they are worthy of 
your trust. 

Mr. Tate. Right. And I can tell you, at least from this commit- 
tee’s standpoint, we believe very strongly in allowing the States to 
have those rights. In fact, one of the mils that we passed, I think 
the very first mil, was the unfunded mandates bill, that we should 
not be sending more burdens out to the States without the money 
to pay for it. And you are going even one step further, maybe that 
money should not come to the Federal Government at all, should 
stay right at the State level and let the States decide. 

I yield back my time to the chairman. 

Mr. Clinger. Thank you. 

Mr. Campbell. Thank you very much, I appreciate the oppor- 
tunity. 

Mr. Tate. Thank you, Tom. [Applause.] 

Mr. Clinger. We are now going to resume the open mic session 
of this hearing. We may have a few numbers that are not re- 
sponded to because I think our crowd has dwindled a bit, but hope- 
fully we will find some people who are interested. We will try it 
this way for a bit and if not, we will just take whoever wants to 
talk. 368. 

[No response.] 

Mr. Clinger. 358. I think we have someone here. 

And if you would just state your name and if you have an affili- 
ation. 


STATEMENT OF MIRIAM HELGELAND 

Ms. Helgeland. Miriam Helgoland. At this point, I do not know 
what to say because there has been so much to respond to. 

First of all, was this meant to be a Republican meeting? 

Mr. Clinger. No, it certainly was not, and I would indicate that 
we had — ^in fact, we had indicated that we would have some rep- 
resentation from the minority here. They were unable to come at 
the last minute, but they were certainly invited and would have 
certainly been included had they chosen to come. 

Mr. Tate. In fact, Mr. Sims had to cancel at the last minute. 

Ms. Helgeland. I was sorry that he was not here. 

Mr. Tate. We would have loved to have his testimony as well, 
and if he would like to submit it, I am sure it would be included. 

Mr. Clinger. It would indeed. 
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Ms. Helgeland. Then I have another question. I heard on the 
radio that the changes in Medicare, higher premiums and so forth, 
that half of that would not go to Medicare, but rather to the gen- 
eral fund. Is that a true statement or is somebody lying to me on 
the radio? 

Mr. CuNGER. Congressman Schiff, I think, is our resident expert. 

Mr. Schiff. Could you ask me that question again? 

Ms. Helgeland. I heard that half of what would be increased for 
Medicare, the premiums and so forth, would go to the general fund 
rather than to Medicare itself, to buildup the fund. 

Mr. Schiff. Well, there are two ways of paying for Medicare. Let 
me answer it this way, and if it answers your question — if it does 
not, I will try to be more specific. There are two Medicare funds, 
two Medicare programs, and they are funded differently. The larger 
of the two, making up about two-thirds of the expenditures, is Part 
A, which is the hospital fund, which is funded solely from the pay- 
roll tax, period. The second portion is Part B, which funds physi- 
cians and some other services. That is funded about 69 percent 
from the Federal general treasury and 31 percent from those who 
pay, those who subscribe to Part B, the beneficiaries. 

Under every plan — ^you say though any savings would go to the 
treasury — ^there are not savings in that sense. Every plan before 
the Congress, whether it is a Republican plan, a Democratic plan 
or a concessional plan calls for increased spending over the years 
on both Part A and Part B. 

Ms. Helgeland. I certainly did not understand it when I heard 
it on the radio and I am not sure I still do, but I want to be sure 
that 

Mr. Schiff. May I have 1 second here? There is one item of con- 
fusion and the confusion is the use of the word “cut” in the pro- 
gram. The word “cut” in a program in Washington means not 
spending as much more as you thought you were going to spend. 
In English, it means spending less. And there is no proposal to cut 
Medicare. Now this does not mean there are not program decisions 
that have to be made and so forth, but every plan proposes to in- 
crease Medicare spending. 

Ms. Helgeland. OK, I would like to comment that I did like 
John Carlson’s comment on political momentum. It is true that we 
should not keep programs that are no longer necessary. I do not 
agree that we have not had programs in the past that were 
My husband’s family did not have electricity on the farm until the 
1940’s. It seems to me that the REA was good. He says we would 
not have started it if we knew then what we know now. 'The G.I. 
Bill, the FHA, social security, all these things have proven to be 
successful — maybe mishandled here and there — but they have done 
the job at the time. The political momentum I would like to see 
that they do not continue if they are not necessary. 

About regulations or about giving everything back to the States, 
it becomes very parochial sometimes. Are we going to go back to 
the States deciding who can vote — the motor/voter bill, for instance, 
has been criticized. Let us not go back to having children have to 
go to a certain school because of who they are. Let us not go back 
to polluting the environment as it was done in many cases. I was 
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glad to see that you said maybe there should be a base line. So let 
us not throw out the baby with the bath, as they say. 

Mr. Clinger. Thank you very much. 

Mr. McIntosh. Mr. Clinger. 

Mr. Clinger. Yes. 

Mr. McIntosh. If I might add, I think you are right on the point, 
especially in the area of environmental protection, that we need a 
base line and we to not go backwards in that area. But one of the 
things that Ms. Fraser was starting to mention and the XL pro- 
gram that was discussed earlier, is the beginning of a new ap- 
proach in that area where I actually think we can go much, much 
further than we are right now by switching our mindset from the 
old command and control approach that was really telling people 
you have to do this and this and this and this, back to an incentive 
base where you have property rights and incentives for people to 
clean up the environment and that we can actually take it to the 
next level much easier and much more productively by moving 
away from counter-productive regulations and being innovative in 
using those market-based approaches. 

Mr. Clinger. Thank you. You know, my sense is that we cer- 
tainly are not involved in an exercise of getting rid of things just 
to get rid of them. Obviously we are trying to be thoughtful and 
careful in the way we go about restructuring government. Clearly 
there are things the Federal Government does that are going to 
need to be continued, and perhaps hopefully improved. There are 
in our view, however, many things that should not be continued, 
that in fact should be either done away with or sent back to the 
States. I think that may be a fundamental difference between the 
Vice President’s National Performance Review, and what we are 
about at this point in the Congress. I think the Vice President’s 
National Performance Review contemplates making a government 
that works better and costs less, but does not really take a critical 
look at all of the myriad activities that the Federal Government is 
involved in. In other words, it really is basically an exercise in say- 
ing we are going to keep delivering and keep doing just about ev- 
erything that we are presently doing, only we are going to do it bet- 
ter. 

I think our approach is different in the sense that we also want 
to make government work better and cost less, but we think there 
are a number of things that can be done away with at the Federal 
level. And so that is a basic difference between us. 

Mr. ScHiFF. Mr. Chairman, could I add one word here? 

Mr. Clinger. Yes. 

Mr. ScHiFF. I think the key is we are trying to look at that. Even 
though by circumstance you know that we are all Republicans, the 
Democratic members for various reasons were unable to attend this 
particular hearing, that does not mean we all agree on every deci- 
sion, nor would they I am sure if they were altogether. 

'The point is what we think has been lacking is a strong intro- 
spective look at what we are doing and why we are doing it. And 
that does not mean we will all come to the same conclusions, but 
we are all determined to take a look, section by section, program 
by program, department by department. And that is what we are 
trying to do here. 
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Mr. CuNGER. Thank you. We are now at number 384. Anybody 
got 384? Ah! We have a winner in the balcony. 

STATEMENT OF TREASURE SHOEMAKER 

Ms. Shoemaker. Hello. My name is Treasure Shoemaker and I 
am from the newest city in the State of Washington, I am from 
Edgewood, formerly Puyallup. 

I would like to make some comments on the comments that were 
just made, plus the fact that I would like to congratulate the whole 
new Congress on the direction that they are taking. Stick with that 
contract, guys, do not turn your backs. [Applause.] 

And I want to clarify for myself and for the former speaker what 
I heard Mr. Carlson say. And what I heard Mr. Carlson say was 
if the progfram, the REA, were starting today, would you start it — 
not back in 1935, 1944, whenever it started. I was a child in a 
darkened house too, I remember lamplight. But do we need that 
same thing today? No, we do not. We needed it then, it has done 
its job, get rid or it. OK? And there are many other programs that 
go the same way. 

So, as I see it, if you will stick with our Constitution, which has 
stood us good for 200 years, give us national defense, fiddle around 
with foreign policy if you must, but get the heck out of our daily 
lives. 

Thank you. [Applause.] 

Mr. Clinger. As they say, strong letter to follow, I think, on that 
one. 

370. 

[No response.] 

Mr. Clinger. All right, how about 355. 

STATEMENT OF BUD FLEISCH 

Mr. Fleisch. I am Bud Fleisch and I am the chairman of the 
East King County United We Stand, and that does not mean we 
are for a third party — ^we are not. 

I just want to thank you all for coming. I am sorry that Linda 
left. I wanted to ask her how far she was getting with her program 
on campaign reform, and I wondered if any of you could tell me if 
she is getting her fellow Representatives to sign on, or not. 

Mr. CuNGER. Indeed she is, and some of the other Members here 
can speak to this as well. I think there is no question that she has 
gotten the attention of the leadership, the Speaker has made a very 
firm commitment to deal with that very expeditiously, if not this 
session, which will end sometime between now and Christmas, 
early in the next session. So there definitely, I can assure you, will 
be a debate, a consideration and votes on campaign finance reform. 

Mr. ScHiFF. Mr. Chairman, could I ask you to yield for just 1 sec- 
ond on that? 

Mr. Clinger. Certainly. 

Mr. ScHiFF. I want to just take a moment and talk about cam- 
paign finwce reform in two respects, very briefly, especially be- 
cause United We Stand has made a major issue of that, as well 
th^ should. 

Two things — ^first, if the issue is PACs as such, political action 
committees, if they are going to be banned, then you have to have 
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a contingent requirement that all contributions come from at least 
the State of the individual. I do not know about district because 
district lines can be — the side of a street can separate a district. 
But at the very least there has to be a restriction that all contribu- 
tions have to come from that candidate’s State. The reason for that 
is there are several Representatives who say we do not take PAC 
funds. Well take a look who their individual contributors are, and 
they are all the Washington lobbyists, you see. And they pretend 
they do not get PAC funds. 

And special interest funds, that is a little bit of a separate term. 
And I just throw out the fact that even if you say all contributions 
must come from the State, I do not know how you control those 
people within that State, whatever CTOup they are coming from, 
from saying we are going to get together and we are going to raise 
funds for that candidate. I do not propose to solve tnat now, but 
I would just distinguish that special interest does not always mean 
political action committees. 

But I bring that up because I congratulate you, I meet with my 
United We Stand group a lot and some issues we agree on and 
some we do not, but that has been a premiere issue raised by your 
organization and I am sure something will happen on it during this 
Congress. 

Mr. Fleisch. Well, it is a multi-faceted problem. 

Mr. ScHlFF. It is indeed. 

Mr. Fleisch. And it is very tough to figure out. And I do not 
blame any of you for taking PAC money, go ahead and take it right 
now. But at the same time, I urge you to vote for some kind of leg- 
islation to make it illegal. Then when it is illegal, do not take it 
any more. But I do not want you fighting battles, particularly you 
know, Randy and Linda and all, I do not want you fighting a battle 
with your hand tied behind your back. 

Mr. ScHlFF. What would you think of an additional requirement 
that if you are wealthy, you are limited in what you can put in of 
your own money into a campaign? 

Mr. Fleisch. I think that might be the answer. 

Mr. Clinger. Otherwise we might have nothing but millionaires. 

Mr. SCHIFF. Otherwise you might have nothing but millionaires 
in Congress. 

Mr. Fleisch. Yes, that is right. 

Mr. Clinger. Thank you very much. 

344. Randy Tate just gave me a great button here, the question 
is “How much is a Dillion?” We have been talking here about the 
budget and the cost of things and so forth. And the answer is, 
‘Well, if you shot one ConCTessman out of a cannon every minute 
for 25 years, you still would not reach a billion.” [Laughter.] 

Sort of ominous, I think. 

Yes, ma’am. 

STA'TEMENT OF LANA MILLER 

Ms. Miller. Hi. My name is Lana Miller, I am from Federal 
Way. And I am going to read what I have to say. 

We have alcoholics, drug addicts, compulsive gamblers in our so- 
ciety and while we try to change their behavior and stop their de- 
structive habits, we need to stop the compulsive, addictive process 
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of our working population thinking and believing it is the U.S. Grov- 
emment’s responsibility to provide them with tneir only source of 
retirement income; i.e., social security and health insurance, Medi- 
care. We need to educate and retrain people’s thinking, not to live 
for the here and now; to save a percentage of their money, not only 
for emergency needs but for retirement benefits. And the govern- 
ment should never have continued this social program, because just 
like welfare has stifled our individuals to work and be productive, 
social security and eveiything under its umbrella has stifled Ameri- 
cans to save and prepare for their declining years. It needs to be 
stopped. 

Mr. CuNGER. Thank you very much. I think you would not find 
any objection I think on this panel to that. [Applause.] 

346. 


STATEMENT OF CURT ANDERSON 

Mr. Anderson. My name is Curt Anderson, I am from Tacoma. 
I represent Associated Builders and Contractors and my company 
is .^r Systems Enmneering. We do air conditioning and heating 
work for commercial buildings. 

We hear a lot about the Federal Government setting a standard 
that is true for everybody for everything. I would say that we are 
looking the wrong way. We do work for a number of Federal agen- 
cies and they do not have the same standards, they do not have 
anjrwhere near the same standards for post office construction, for 
say Army construction or for office facilities for all the different 
agencies. They are as different as 48 or 50 States might make 
them. So there is no standard in the Federal Government. It de- 
pends on the agency, it depends on a particular inspector and so 
on. 

Second, on a number of occasions I have been in Washington, DC 
and when you fly into Washington, DC, you see all the buildings, 
then you look across the river to Virmnia and you see all the build- 
ings. Crystal City, Falls Church, all the different areas, then you 
look into Maryland and you see all the buildings and you recognize 
this is just the home office. I remember when I lived in California 
when Ifresident Reagan was Governor, and I remember he just said 
we are cutting some agencies, cutting all agencies by a certain per- 
centage and let them determine what is important or let their con- 
stituents determine what is important. This is not vastly different 
from 601, but somehow — obviously there are agencies that are bad, 
but somehow we have got to put the lid on spending, as was said 
awhile ago, and let the requirements that are good requirements 
come to the foreground and use those and get rid of some of the 
agencies— just have some of the people that work in the govern- 
ment go out and work in the private sector. We just do not need 
all that service. 

In the construction industry, one of my pet peeves really is some 
of the OSHA regulations. We try to run as safe a company as we 
can, we have a very good safety program and good safety record. 
But it is discouraging when an employee may go out on a weekend 
and go hot rod racing, go four-wheeling, go snow skiing, even go 
bungee jumping, and then come back on Monday and if we have 
him working on a platform a foot higher than the table where you 
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are sitting, we have got to have him wear a full body harness to 
protect him. OSHA says they estimate that will save nine lives a 
year for several hundred million dollars. Now what price do you 
put on lives — ^you cannot. But I suggest the costybenefit ratio of this 
as an example, and many, many of the safety regulations, the cost 
far outweighs the benefits and the agency is iust going crazy and 
there nee^ to be something done to cut back on this as well as 
other Federal agencies. 

Thank you. [Applause.] 

Mr. ScHiFF. OK, No. 9516359 — 359 are the last three numbers. 

[No response.] 

Mr. ScHiFF. Last three numbers, or last four numbers are 6348. 

[No response.] 

Mr. ScHiFF. This will be faster than I thought. Last four num- 
bers, 6337. 

[No response.] 

Mr. ScHlFF. Last four numbers, 6345. 

[No response.] 

Mr. ScHiFF. Last four numbers, 6380. 

[No response.] 

Mr. ScHiFF. Last four numbers, 6347. 

[No response.] 

Mr. ScmFF. Last four numbers, 6339. 

[No response.] 

Mr. SCHIFF. Last four numbers, 6367. 

[No response.] 

Mr. ScHEFF. Last four numbers, 6332. 

[No response.] 

Mr. ScHiFF. I^st four, 6350. 

Welcome. We would appreciate it if you would be kind enough to 
first state your name and if you have any affiliation with any orga- 
nization that is bringing you here, and if you would state that. 

STATEMENT OF JODI DIONNE 

Ms. Dionne. My name is Jodi Dionne, I am from the United We 
Stand Group, Sixth Concessional District. 

And first of all, I would like to commend the delegation for com- 
ing to us and listening to us. That is very important to us, espe- 
cially Randy and Linda, who have been our stalwarts in this State 
for us. 

Your most important job, as I see it, is a re-education, not only 
of the government, but of the people too, because the government 
was never meant to be our sugar daddy. And frankly, I am getting 
to the point where I resent it. 

Change is not very comfortable. But it has to come whether we 
like it or not. And I would challenge you to do several things to re- 

f ain the trust of the American people. The first thing you have to 
0 is make America come first. I am tired of people being bailed 
out in other countries, companies to deal outside of this country 
getting bailed out and getting tax credits to go out of this country. 

I think you need to allow your constituents to truly elect you 
with their own tax dollars or with their own private funds. Do not 
allow special interests in Washington, DC or foreign lobbyists to 
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pay the freight on your campaign. Let us do it. If we want you, we 
will give you the money. 

And I would also ask that you back fully and work to get Linda 
Smith’s campaign finance reform bill through all the way, not just 
through the House of Representatives, which is where everything 
is being done, and everytning is being stalled in the Senate or by 
our President. 

And I would like to see some kind of an implementation of per- 
formance audits. We have been trying to get them in this State and 
we get it passed and the teeth are pulled right away. But perform- 
ance audits are the only way to know whether any agency is truly 
doing its iob. 

I would like you to repeal the 1933 War Powers Act. I am tired 
of the President saying by Executive order 1 can do what I want. 

And I want you to oo away with the Federal Reserve. Congress 
is the one that has the right to regulate and print our money, not 
the Federal Reserve. 

Thank you. [Applause.] 

Mr. SCHIFF. Thank you. 

Let me take the liberty of the observation that the War Powers 
Act is intended to limit, however ineffectual at times it has been, 
the power of the President to commit U.S. troops. Without the War 
Powers Act, Presidents were still doing that. 

Any other members want to comment at this time? Mr. Tate. 

Mr. Tate. I would like to comment on the fact that you ref- 
erenced corporations, you know, the fact that — I guess the word is 
corporate welfare, is a good way to sum it up. And I have — you 
know, one of the proposals that I have supported is getting rid of 
the Department of Commerce, which I think is the embodiment of 
corporate welfare. But even further than that, in this country, we 
have something called the Market Promotion Program, which uses 
Federal tax dmlars to promote large corporations’ products over- 
seas. As good as that may sound to create jobs for companies here 
and create wealth for these companies, it should not be the tax- 
payers that fund the bill. These companies are like Ernest & Julio 
Gallo, Pillsbury and other companies, and even though it may ben- 
efit some of the farmers in our State, I believe that if we get rid 
of some of these subsidies, that we will be able to balance the budg- 
et and benefit everybody in this country, not just a few. 

And so I can tell you at least from your local Congressman, that 
we are working hard to eliminate some of those sorts of programs, 
from TW perspective. 

Mr. ScHiFF. Any other comments? 

[No response.] 

Mr. ScHiFF. Let me go back to calling the last four now for addi- 
tional speakers. 6331. 

[No response.] 

Mr. ScHiFF. 6336. 

[No response.] 

Mr. ScfflFF. 6354. 

[No response.] 

Mr. ScHiFF. 6364. 

[No response.] 

Mr. ScHiFF. 6361. 
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[No respoiis.o.j 

Mr. SCHIFK. 6333. 

[No response.] 

Mr. SCHIFF. 6338. 

STATEMENT OF RICHARD KENNEDY 

Mr. Kennedy. Mr. Chairman, committee members, my name is 
Richard Kennedy, I am the mayor of the city of Des Moines, WA, 
population 22,000, located a few miles to the northwest of where 
we are here today. 

Before I start my comments though, I would like to express 
thanks to ConCTessman Randy Tate, not just for the hearings 
today, but for the help and support he has given the city of Des 
Moines. In my 13 years of elective office, he is the elected Federal 
official that has given the most attention and the most help to our 
community. And Randy, I want you to know that we really appre- 
ciate that. 

Mr. Tate. Thank you very much. 

Mr. Kennedy. Two things I would like to talk to the committee 
today about. One is about Federal rules that come with Federal 
dollars that come to our city. And this can be best illustrated with 
a small story about a traffic light we wanted to build near one of 
our community colleges. The intersection was kind of busy and it 
would be to everyone^s benefit to have that light in. So we did some 
preliminary desim on it and applied for some Federal funding. The 
total cost would ne around $150,000 and I think we were goin^ to 
receive around $100,000. And we do appreciate that. The project 
was going along quite well until it was decided during one of the 
engineering phases we had to buy a tiny strijp of land to expand 
the right-of-way because we had to move one of the poles out of the 
way of the road a little more. That strip was approximately 5 feet 
by 50 feet. At that point. Federal acquisition rules kicked in and 
the situation got a lot more hazy. 

As opposed to requiring a certain outcome, these Federal rules 
require we follow certain procedures, regardless of the size of the 
project. After our staff looked at those, they threw up their hands, 
finally had to go out and hire a consultant firm to the tune of 
$24,000 to be able to meet the Federal performance regulations on 
buying this 5 foot by 50 foot piece of property. 

Now again, we appreciate the $100,000, but the fact that almost 
25 percent of that had to be spent going out to an outside firm to 
meet these very onerous regulations really does not help us that 
much. What I would like to see is that for the smaller projects, 
waive these requirements. If you are doing a multi-million dollar 
freeway interchange, maybe they make sense. But if you are put- 
ting in a stoplight in a community my size, believe me, gentlemen, 
they make no sense. They increase the cost of the project and thev 
delay it. The stop light was supposed to be in a year ago, we will 
be lucky if we get it in by next year. So that is the first area that 
I would ask for some congressional action on. 

The second one — and I just have to quote from some of the com- 
ments made by you gentlemen — ^how we are against politics as 
usual, spending recklessly, not having authority, supporting losers, 
sick and tired of lies, not having cost benefit. One of my favorite 
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subjects is a Senate request that is now sitting in front of you gen- 
tlemen dealing with a letter of intent asking the FAA to approve 
funding for a third runway at the Seattle-Tacoma International 
Airport. Now it is kind of strange that this comes before you at this 
time. The environmental impact statement process is not finished 
on this. The Puget Sound Regional Council, which has authority to 
grant — ^has the authority to allow the Port of Seattle to proceed 
with this project — ^has not granted such authority. Even the Port 
of Seattle District Commissioners have not voted for this. Yet we 
have this project going for a letter of intent in one of the current 
appropriation bills. 

Now why should we be concerned about that? Well, one of them 
is we do not know the cost, the true final cost of this runway. Un- 
fortunately, the runway has to be built about 200 feet in the air, 
which means they are going to have to put 25 million cubic yards 
of dirt underneath it. That is going to be, without a doubt, and al- 
most by an order of magnitude, the most expensive single runway 
built in U.S. history. Now that is not all of it. They are going to 
have to do other, “improvements.” And the ones tnat they have 
talked about so far raise the price of this single runway and associ- 
ated improvements to $1.4 billion. 

Mr. SCHIFF. Mr. Mayor, can I interrupt to ask you a question? 

Mr. Kennedy. Yes. 

Mr. ScHiFF. I hope you will accept an outsider’s question on the 
issue. 

Mr. Kennedy. Certainly. 

Mr. ScHiFF. You are now about the third or fourth person I have 
heard today speak up against or at least question this third run- 
way at the Seattle-Tacoma Airport. Who is for it? 

Mr. Kennedy. The Port of Seattle. 

Mr. ScHiFF. And are they elected officials? 

Mr. Kennedy. Yes. 

Mr. ScHiFF. OK, thank you for answering that question. Please 
go ahead. 

Mr. Kennedy. Yes, they are elected county-wide as opposed to 
districts. 

Mr. ScHiFF. I see. 

Mr. Kennedy. Continuing on. So we have a project where you do 
not Imow what the final price tag is, we do not know whether it 
is going to get approval from any of the organizations locally, yet 
the Senate is saying that we need to have this letter of intent 
placed in the law. 

If we are going to be truly reforming government and looking at 
the costs and benefit, I think the House should require a cost/bene- 
fit analysis of this current project, because the amount of Federal 
dollars that are going to go into this one runway project are going 
to exceed by far anything spent on any single runway in the United 
States. And it is important if we are going to be cutting back on 
wasteful projects and pork projects, that we examine this particu- 
lar project. 

And I am not saying at this point — you know, personally, I do 
not want to see that runway built. But as the steward of my tax 
money, I do not want the U.S. Congress giving a carte blanche to 
a project that is probably, based upon all of our readings, is fiscally 
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not responsible, that will not meet the long-term air transportation 
needs of our remon, and will cost an undetermined amount of 
money. So I would urge the committee and the members individ- 
ually to seriously consider this letter of intent in the appropriation 
bill, to turn it down and to wait until the final environmental stud- 
ies are done, to wait until the various approvals by the local orga- 
nizations are done, and after a cost/benefit analysis is done. Then 
with the facts in mind, then make an informed decision on whether 
you are going to spend this huge amount of money, rather than 
just writing a blank check. 

Mr. Clinger. Thank you. And if I may just respond. 

Mr. Kennedy. Yes, sir. 

Mr. Clinger. I do sit on the Transportation and Infrastructure 
Committee. Under existing law, which we have recently changed, 
it is mandated that before the FAA can undertake any project 
under the aviation trust fund — this runway would be funded out of 
the aviation trust fund under an entitlement and possibly some 
discretionary money the FAA has — there must be a cost/benefit 
analysis done and they are very strict on that. And if it does not 
make the cut, it will not be funded. So there is an existing require- 
ment for a cost/benefit analysis. And I know of at least two or three 
proposed projects that have been rejected. If what you are saying 
is right, it sounds to me as though this would be rejected as not 
meeting that criteria. 

Mr. Tate. Mr. Chairman, if I may, it is my understanding, and 
I definitely have not served on that committee near as long as you, 
is an LOI would automatically allow the Port to begin its bonding 
capacity, even if the FAA had not approved airport improvement 
funds. 

Mr. Clinger. Yes. 

Mr. Tate. And so our point is we should not have any kind of 
letter of intent or commitment to a future Congress to fund a par- 
ticular project unless it has already gone through all the environ- 
mental hoops and everything first. It is basically committing the 
Congress to a project which we cannot even tell you how much it 
is going to cost, estimates as high as $1.4 billion, as was stated so 
succinctly by the mayor, the most expensive runway project in the 
history of man. And it is not often that a Member of Confess 
comes to you and says we do not want something, and I would like 
to say that we do not want something when it comes to this par- 
ticular runway. 

Mr. Kennedy. Thank you. Congressman. [Applause.] 

Mr. Clinger. Thank you very much, Mr. Mayor. 

And we are now unfortunately coming to the conclusion of this 
hearing. The committee will be flying to Los Angeles this afternoon 
and this evening, we are going to hold a hearing there in Long 
Beach tomorrow morning and afternoon, discussing some of the 
same issues and topics that have been under discussion here most 
of the day, and following that, we will be in Albuquerque, NM, 
home of our good friend, Steven Schiff, in his district, for a similar 
hearing on Monday. 

But before we conclude the hearing, I want to, on behalf of the 
Grovemment Reform and Oversight Committee, thank the principal 
of Thomas Jefferson High School, Ken Olsson, along with Lori Wat- 
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son, for their very hard work, very efficient work, in preparing for 
our visit here today. [Applause.] 

A special thanks to Andy Ehrlich, who is Congressman Tate’s 
legislative director, for his help in organizing this event here today. 
And a very special thanks to the students of Thomas Jefferson 
High School, for assisting us all day today. [Applause.] 

I do not see very many of them here, so I hope they will get that 
word, that we really were very grateful for their attendance and for 
their participation and their great help. 

And Congressman Tate, it has been a real pleasure for us to be 
here in your district to meet many of your fine constituents and to 
hear their views and their suggestions on how we can make Gov- 
ernment better, not just in the 21st century, but today. As I think 
somebody said, we cannot wait until the 21st century, we have to 
undertake this job earlier. So we are grateful to you. Congressman 
Tate, for your great hospitality while we have been here in the 
great Northwest. 

I want to thank all of the witnesses who appeared and the people 
of Washinrton for participating in this hearing. And those of you 
who have been here all day, we are grateful for your persistence 
and for just hanging in with us all day long. I think it is very im- 
portant that we maintain an open dialog between Members of Con- 
fess and the American people and that is why we are out here in 
the field taking testimony and listening to you. 

It has been a great pleasure to be with you all. Thank you and 
good day. The committee stands adjourned. 

[Whereupon, at 2:42, the committee was adjourned.] 

[Additional information submitted for the hearing record follows:] 
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TESTIMONY BY: GARY L. SMITH, EXECUTIVE DIRECTOR, 
INDEPENDENT BUSINESS ASSOCIATION OF WASHINGTON STATE 
BEFORE: 

HOUSE COMMITTEE ON GOVERNMENT REFORM AND OVERSIGHT 
PRESENTED: 

OCTOBER 6, 1995 

THOMAS JEFFERSON HIGH SCHOOL, AUBURN WASHINGTON 


Thank you Mr. Chairman for this opportunity to present comments to the Commiuee. 

Mr. Chairman and members of the Committee. I represent over 6,000 smaJI business 
owners from across Washington State. Many of the small businesses they own are 
struggling to survive. Government, particularly the federal government, has much to do 
with making them struggle 

Two major federal government activities greatly compound the problems these businesses 
face and significantly add to the struggle they must deal with to survive They are: 

Federal Taxes 
Federal Regulations 

Today, 1 want to focus my comments on government regulations. Over 70% of the 
government regulations small businesses must struggle with have their origin from the 
federal government. State and local governments add to those federal regulations and 
make them even more complex and confusing, but over 70% of ALL government 
regulations small business must comply with have their origin from the federal 
government. On page 3 of our written comments, we offer a number of suggested 
regualtory reform solutions to this very important and difficult problem. 

We have provided the Committee with a packet of exhibits 1 would like to take just a few 
moments now to review those exhibits with you. 

• The first two pages of this exhibit is a listing of the types of regulations small 
business owners face from various federal, state and local governmental agencies. 

* There are 58 sets of regulations from 28 federal, state and local agencies 

* Together there are over 100.000 specific regulatory requirements imposed on a 
small business owner from these regulations 

* The third page of the exhibit is a copy of a photograph of the federal, state and 
local regulations that apply to the "average" small business. The regulations on 
the left side of the photo are federal regulations. The regulations on the right side 
of the photo are state and local regulations. Many of the state and local 
regulations include parallel provisions with the federal regulations, with some 
additions 

Both the Administration and Congress are currently implementing regulatory reform 

provisions on the federal level and are talking about improvements that have already taken 
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place. Page 4 of our exhibit is a startling example the federal regulatory problem is as bad 
as it ever was - RIGHT NOW. While some improvements may have been initiated, they 
are too little and are not sufficient in addressing the huge regulatory problem imposed by 
federal agencies. 

* Page 4 of the exhibit is an article from a very recent publication by our local air 
pollution control agency it explains that a new 199S federal regulation which 
applies to small businesses that do chrome electroplating and anodizing are nearly 
1 inch thick and are so complex that the local regulator - who happens to be an 
engineer - had a very difficult time understanding what they require. 

After substantial work, the local air quality engineer hnds that the local regulation 
dealing with the same issue, which is currently 1 page long, will have to be 
expanded to a total of 2 pages to incorporate the requirements of the federal 
regulation that takes up a 1 inch thick document. 

* The final page of our exhibit is our letter to the Vice President making him aware 
of this example and this specific issue and asking for his and the President's 
intercession to fix this problem. To date, we have received back to very generic 
responses enclosed in envelopes marked 'Blk. Rt * below the federal postage 
fianc.. 

Mr. Chairman and members of the Committee, the issue of excessive government regulation is 
far more important than verbal promises and form letter responses to concerns expressed 
by small business people. 

Federal government regulations are overwhelming and out of control: 

* It is NOT humanly possible for a small business owner to know all of the 
regulations they are required to comply with, and what to do to comply. 

* The shear number and complexity of federal regulations makes every small 
business owner a law breaker. 

* There is NO ONE in the federal government that knows all of the federal 
regulations that apply to small businesses and bow to comply with them, YET a 
single individual owning a small business is supposed to know all of them - PLUS 
tun a successful and profitable business. It cannot be done! 

Federal regulations are choking the economic engine of small businesses in the U.S. People in 
business now are going out of business at alarming rates. Families with family owned 
businesses are closing them down rather than passing them down to the next generation 
The fiustration level among small business people due to government regulations is at an 
all time high. 

The regulatory climate in the U.S. is adversarial between the regulators and small businesses. 
The relationship between an inspector and a small business owner is confi'ontation, not 
cooperation. We are wasting tremendous amount of our national resources due to these 
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attitudes and this climate. Cooperation is constmaive and relatively efficient as compared 
to confrontation which is destructive and very inefficient. 

Federal regulations have turned the American Dream of owning and operating a small 
business into the American Nightmare 

SUGGESTED SOLUTIONS 


Below are suggestions to the Committee on effective ways to begin to correct the regulatory 
morass we have in the U S. Unfortunately, we know of no ''quick hx" or magic solution. 

It appears that the solution will take years to achieve, but its time to start NOW. 

• EDUCATION BEFORE ENFORCEMENT 

This is a proven policy that IS NOW in operation in Washington State. Simply 
put, the regulator provides education to the regulated to voluntary comply with a 
regulation and ONLY fines if the regulated entity fails to comply within a 
reasonable period of time. 

Inspectors do NOT FINE on their first visit, they educate and set reasonable time 
periods for the regulated entity to come into compliance. 

One Education Before Enforcement initiative in Washington State achieved an 
eighty time increase in efficiency. That is eighty, eight zero time increase in 
efficiency. Previous command and control enforcement inspections required 60 
hours to complete, including the levying of fines and handling of appeals. This was 
replaced by 45 minute Education Before Enforcement visits by inspectors where 
no fines were issued, no appeals filed and compliance was largely achieved. IBA 
will be pleased to provide additional documentation of this initiative if the 
Committee desires. 

• ELIMINATION OF EXISTING UNNECESSARY REGULATIONS 
The federal agencies must be required to begin NOW to review ALL existing 
federal regulations, the violation of which subjeas the violator to some type of 
sanction, and eliminate all but the most vital of those regulations. Congress must 
set criteria against which agencies must measure all of their existing regulations 
and regulations that fail to meet these criteria will be repealed. This should be 
done as expeditiously as possible, but likely will take 5 to 10 years 

* REGULATORY CRITERIA FOR ALL NEW REGULATIONS 
Congress must set a set of criteria against which all new regulations are measured 
and only those new regulations that meet all of those criteria may be adopted and 
Implemented by the agencies. 

* CLEAR AND SPECIFIC CONGRESSIONAL POUCIES 

Congress must become much more specific in the policies it adopts rather than 
leaving major policy decisions to agencies to be adopted through administrative 
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regulation. Congress must be part of the regulatory solution for any solution to be 
successful. 

• REVIEW OF EXISTING GRANTS OF AGENCY REGULATORY 
AUTHORITY 

Congress must revisit all past policy statements and grants of regulatory authority 
to agencies and revise all of those grants which are not clear and specific. 

♦ AUTHORIZE JUDICIAL REVIEW OF REGULATORY FI.EXIBH.ITY 
ANALYSES 

Congress must make agency Regulatory Flexibility analyses subject to judicial 
review. Unfortunately, many agencies fail to do an adequate Regulatory Flexibility 
aiudysis on proposed agency regulations because there is NO enforcement 
mechanism if they fail to do an adequate analysis. 

Mr. Chairman, we stand ready to work with and assist you and all of the Committee members 
to implement effective and vital regulatory reform in our federal government. We will be 
pleased to answer any questions you may have or to provide additional information as 
required. 

Thank you. 
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KARLEGE 
GENERAL COUNSEL 
FRANK RUSSELL COMPANY 

My name is Karl Ege and I am General Counsel and a member of the Board of Directors of Frank 
Russell Company, a global investment advisory and management firm headquartered in T acoma, 
Washington. Russell is recognized as a premier global asset consultant and investment manager, 
providing investment strategy consulting on over $500 billion in assets to over 200 institutional 
investors worldwide, including domestic clients such as the pension plans of General Motors, 
IBM, AT&T, Xerox and Boeing, as well as similar-sized institutions overseas. In addition, 

Russell and its affiliates serve as investment managers for over $22 billion of collective 
investment funds, including mutual funds and commingled employee benefit funds. 

As a leading adviser to the pension industry worldwide, we have become increasingly concerned 
that insufficient attention has been devoted to the developing crisis in our domestic Social 
Security system. We have observed the steps being taken in foreign countries to address the 
coming pension crisis in those jurisdictions, and we believe some of these approaches bear some 
measure of consideration as Congress faces what is likely to become the most serious fiscal 
challenge our nation will face during our lifetime. 

The current Social Security program operates as a “pay-as-you-go" system. There is no separate 
“trust fund” for current and future beneficiaries under the current system. Contributions paid by 
workers today are used to pay the benefits for current retirees; any excess is applied to reduce the 
current year’s fiscal deficit. The net result is that the public is misled into believing that there are 
funds “set aside” for their individual benefit (as is the case with state and local governmental and 
private corporate defined benefit plans). Without contributions from payroll taxes, the current 
year’s fiscal deficit actually would be larger than that reported. Looking forward, the amount of 
the “unfunded liability” of the Social Security System is enormous, amounting to several trillions 
of dollars. 

A pay-as-you-go system might have been appropriate during a period when the size of the 
workforce was increasing steadily and average life expectancies were not much different from 
the age at which benefits commenced. But as workforce growth has slowed, and life expectancies 
have continued to rise, benefit promises cannot be sustained without either significant and 
continuing increases in contribution rates or substantial overhaul of the existing system. Frank 
Russell Company believes that the latter course of action is the far more preferable alternative. 
The problem should be addressed now, rather than waiting for the dramatic impact on the system 
when “baby boomers” begin to retire early in the next century. Two facts concerning the Social 
Security System are generally accepted today; First, benefit outflows will exceed contributions 
commencing in about 2013; second, individuals retiring early in the next century will receive 
substantially below market or even “negative” returns on their contributions to the system. The 
combination of these two factors will have serious social, fiscal and political implications unless 
the problem is addressed now. 

We believe the more prudent course of action for Congress to consider is a gradual privatization 
of the current Social Security system to a National Retirement Program. By transitioning to a 
fully-funded private system, we can provide our citizens with a better retirement safety net which 
is a boon, not a burden, to our national economy, and which provides significantly greater 
benefits to individuals. 
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We believe that the type of National Retirement Program that should be considered should have 
the following features: 

• Contributions to the program would be mandatory and would be matched by 
employers. 

• A portion of the contributions would be contributed to a true “safety net” such as the 
current Social Security system, to provide basic retirement benefits for those with 
little or no work history or the working poor. 

• The remainder of the contributions would be contributed to an account maintained for 
the benefit of the individual, much like an individual IRA account. This account 
would be managed by a professional firm selected by the individual (perhaps from an 
approved list of organizations that meet certain standards). 

• The employee would be fully-vested in this private account, and the account would 
follow the individual if s/he moved to another employer, or temporarily left the 
workforce. Because this account would be a personal asset, at death it would pass to 
heirs as part of the individual’s estate. 

• Because the assets in the privatized plan would be invested in an asset allocated mix 
of equity and fixed income securities, a National Retirement program would provide 
needed capital for job creation, thus stimulating the national economy. 

• Individuals would be permitted to voluntarily contribute additional funds to this 
account, increasing savings and investment into the economy. 

• Similar to Social Security, benefits could not be withdrawn from the account until the 
individual reaches retirement age, dies or becomes disabled. 

Transition to a privatized national retirement program should be gradual so as not to impact 
adversely any current retirees or older workers who would have Insufficient time to accumulate 
assets in the program to make up for the decline in benefits under the current Social Security 
system. Determining the pace of transition involves relatively straightforward actuarial 
calculations, and should not be a deterrent to implementation of this program. It will likely take 
from 20 to 30 years to move from our current system to a privatized program, depending on the 
level of safety net benefits that the government wishes to maintain for all Americans, and 
retirement age, life expectancy, investment return and inflation assumptions. 

We believe that the move to a National Retirement program should be accompanied by the 
following additional reforms: 

• There should be a gradual increase in the retirement age to 70 (or perhaps greater). 
When social security was adopted the average life expectancy of American citizens 
was less than the age of eligibility for benefits. Benefit promises were easy for the 
Government to keep - few people collected benefits, benefit levels were low, and 
those who did collect benefits received them for not more than a few years. Today 
there is an increasing disparity between the minimum age for benefits and the average 
life expectancy. 
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• There should be a gradual decrease in cost of living adjustments for the “safety net” 
portion of the national retirement program. As individuals increasingly receive 
investment returns for their contributions (which returns take into account inflationary 
effects), there is less need for “indexing” the benefits. 

• Those benefits that are received which represent gain in excess of contributions 
should be taxed, similar to the manner in which IRA or 401(k) benefits are taxed. 

Basic safety net benefits should not be taxed. 

• The present positive cash flow in the Social Security System should not be used to 
support government consumption, but rather to add to national savings. 

• Government tax and regulatory policies should be altered to encourage private 
pension savings. We suggest that consideration be given to repealing the full-funding 
rules (such as those contained in OBRA87) that make it increasingly difficult for 
defined benefit plans to fund themselves appropriately. 

• Discrimination rules should be streamlined and simplified. 

• Employers should be encouraged to provide employees with appropriate investment 
guidance without risk of liability. For example, information provided by an employer 
or its adviser on past performance of fmancial markets should not make the employer 
or its adviser liable if future performance is inconsistent with past experience. 

In summary, we believe that the foregoing action would serve to reduce the federal deficit 
considerably and would provide needed capital for investment into our nation's business, 
economic and social infrastrucnirc. If this problem is not addressed now, any progress made 
today in reducing our national deficit will be greatly outweighed by the negative effects of the 
coming Social Security crisis in the early part of the next century. It would increase national 
savings and would improve the growth and competitiveness of the US economy. 

We appreciate the opportunity to share with you our thoughts on this most important subject. We 
are willing to meet with members of the Committee to discuss in greater detail the suggestions 
outlined above. 


l:\WOROOATA\KJEVCOnRWJEl(M«».MeM iDOaSSKV-S? 
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October 6, 1995 


The Honorable Congressman Randy Tate 
33305 First Way South 
Federal Way, WA. 98003 


Dear Congressman Tate, 

This statement is brought to you by the staff of AAA Systems, Inc. 
on MTMC ' s proposal to re-engineer the Personal Property Movement 
for the Department of Defense. 

AAA Systems, Inc. is a small business that has been in the 
International traffic movement for DOD approximately for 10 
years, and has been successful in this service. With the implemation 
of re-engineering, AAA Systems, Inc.'s employees would with no 
doubt, be standing in the un-employment lines. 

We believe that the program that exists today is a fair and 
successful program that has 158 carriers throughout the United States. 
There are 40 carriers in the state of Washington today. All 40 
carriers have been meeting together to come up with a solution that 
would fix the program, other than execute the entire program to 
adopt a program that uses commercial practices, found by the GAO 
which concludes that such practices would have better services 
at less costs to the military member. We, of the industry have 
seen these reports, and find them untrue and unfair. 

We respectfully ask, that as residing residents in your area, and 
as a successful small business, for your assistance and guidance 
to continue to sustain commerce in the state of Washington, and 
continuing business for the DOD. 

Thank you for your understanding and attention for this very 
critical issue. 



Office Manager 


■^tndy^dohnston 
Assistant Clerk 


Sincerely , 
Systems, 


Karen Nelson ' 


Vice President 





1520 54TH AVENUE EAST • TACOMA, WASHINGTON 98424 
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TEL: (206) 952-3996 (600) 325-2705 FAX: (206)952-3998 TLX: 910240)744 PIONEER VAN UQ 


October 6, 1995 


TO: 

Congressman Randy Tate 
33305 First Way South 
Federal Way. WA 98003 


FROM : 

Pioneer Van Lines, Inc. 

and its employees 
1220 S. 356th St.. Suite A9 
Federal Way. WA 98003 

SUBJECT: 

Opposition to Department of Defense/Military Traffic 
Management Command "Reengineering" of Military Household Goods 
Transportation 


Pioneer Van Lines, Inc. (PVLN) , its owners and employees, 
agree that government should be downsized and streamlined. 
However, the proposal of DOD/MTMC to "Reengineer" the shipment of 
household goods and baggage for military members is not a 
downsizing and streamlining, but rather, the destruction of 
established businesses who have performed satisfactorily for the 
military for many years. 

Attached to this memorandum is a letter written by Pioneer to 
MTMC, dated September 19, 1995. Therein, we point out that the 
premise of unsatisfactory service by the household goods industry 
to the military is not true, and we particularly resent such 
statements. Pioneer has performed satisfactorily in the DOD/MTMC 
program since 1981, and is presently headquartered in Federal Way, 
WA. The owner and all of our employees reside in the Federal 
Way /Auburn/Puyallup area. Our employees have indicated their 
opposition to the Reengineering program by their signatures below. 

The proposed reengineering is a smoke screen to damage small 
businesses. Of the 152 forwarders in the international household 
goods programs, we can determine that only one company qualifies as 
big business. That means there are over 150 small businesses 
constituting the providers of this program. 

We have jusc returned from a household goods industry meeting 
in Honolulu. At this convention we talked to two foreign companies, 
one based in Asia, another based in Europe. Both these foreign 
companies are preparing to bid directly to ship military household 
goods. The latter of these companies already has a fulltime 
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representative in Washington, DC to assist them to bid on this new 
military program. In addition to the above information, we are 
advised that United Parcel Service/Europe has hired two former MTMC 
managers to look into the bidding procedure for military household 
goods to and from Europe. In other words, to replace the 150 small 
business providers of this service now, MTMC proposes to throw the 
entire bidding process open to foreign companies and other third 
party providers who have absolutely no household goods experience . 

We, the undersigned owner and eraplo’ ?3 of Pioneer will be put 
out of business by this sort of government action. It is not in 
the public interest to force out of business small forwarders who 
are providing a satisfactory and very reasonably priced service to 
the Federal Government in favor of foreign companies and giant U.S. 
controlled foreign subsidiaries. 

The only purpose of the military in "Reengineering” is to 
cover up their past mistakes in face of warnings from industry for 
years that their procedures were outmoded, inefficient, and not 
being conducted in a commercial manner. Congressman Tate, if you 
wish to streamline and downsize government and save money, you 
should vote to end this outrageous expenditure of funds by MTMC at 
the present time to promote a program that is antithema to the 
interests of your constituents in this area of Washington. 

We can assure you that there will be no Pioneer employees in 
Federal Way if this proposal is adopted by the military. 

Thank you for your consideration of this matter. 


PIONEER VAN LINES, INC. 

LORNA STERN 
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September 19, 199S 


Military Traffic Management Command 
ATTN; MTOP-Q 
5611 Columbia Pike 
Falls Church, VA 22041-5050 

Re: Comments on Reengineering Program 

Gentlemen : 

Your attempt to reeingineer the military household goods and 
baggage movement program is apparently based on the Report of the 
National Security Committee, House of Representatives, on HR1530 
dated June 1, 1995. 

While we disagree with the conclusions therein that "DOD 
personnel continually receive second-class treatment", we agree 
that the program could be substantially improved within the 
framework of the system. We particularly resent the statement that 
we carriers provide "second-class treatment" continually to DOD 
personnel. We defy you to check your records on the thousands of 
shipments that we have handled for the DOD MTMC program since 1981. 
Military traffic comprises approximately 95% of our business. You 
are not trying to reengineer a system; you are trying to wreck it. 

MTMC has every opportunity in the world to improve various 
facets of the present program: 

1. Use of 800 numbers to facilitate contract . There is no 
reason that you cannot require the use of 800 numbers by a simple 
regulation. 

2. Direct claim settlement . The industry has been seeking 
direct claim settlement authority for many years, yet, this has 
been discouraged by DOD. On the other hand, the Coast Guard has 
been encouraging direct claim settlements with the members, and 
this is being accomplished at the present time. 

3. Full liability included in the rates . You have already 
placed into the Federal Regulations the requirement that 
international shipments be valued at $1.25 per pound per article. 
We feel that you should be entitled to any value of the shipment 
that is reasonably necessary, and carriers should include it in 
their rates. You could easily accomplish this by another amended 
regulat ion . 
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4. Management information . Coupled with the 800 number, a 
member should be able to ascertain the status of his shipment at 
any time. Most carriers have a sophisticated computer system to 
accomplish this result now. Those that do not should be eliminated 
from the program. The Coast Guard is giving carriers' telephone 
numbers to many of its members, and we receive telephone calls all 
the time from mostly Coast Guard members as to the status of their 
shipments . 

5. Direct customer contact and evaluation . Direct customer 
contact and evaluation has been accomplished by the GSA for many 
years. GSA uses a simple form for customer satisfaction responses. 
This form could be easily adapted for military purposes. Further, 
this form could be the basis for a scoring system such as GSA's. 

6. Use of single factor rates . MTMC has single factor rates 
in the international program, so there is no practical reason why 
they could not be used in the domestic program. Single factor 
rates were used in Code 2 domestic shipments some years ago, but 
their use was cancelled by MTMC. We welcome single factor rates. 

7. Traffic saturation . It seems to us that the major 
problems involving the household goods program are domestic 
problems. Pioneer is primarily in the Alaska domestic and 
international programs. We don't hear of any saturations in the 
Alaska or international programs, except at certain east coast 
locations, for the delivery into SIT. However, this has not been 
a major problem in that we have always been able to obtain 
alternate agents. Please remember that the military causes their 
own problems when they try to move the majority of their people 
within a few summer months! 

8. Proliferation of carriers . There is no real 
proliferation of carriers in the international program, with 
approximately 152 carriers. We would agree that there are too many 
carriers in the domestic program, but MTMC has brought this on 
themselves. MTMC tried to attack this problem when Col. Morotta 
was Director of Personal Property. He had the right idea, but he 
didn't have the "muscle" to eliminate the forwarders from the 
domestic program. MTMC could toughen its regulations and strive 
toward the goal of eliminating paper companies, both forwarders and 
motor carriers, in the domestic program. 
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You should remember that all carriers in the international 
program are paper carriers, so we fail to see a problem here. 

9. Traffic allotment . Your program of traffic allotment is 
unworkable. Your insistence on the use of F.A.R. displays a lack 
of knowledge of our industry. The use of independent operators, 
casual labor, piecemeal workers, etc., precludes any realistic 
application of F.A.R. 

What is feasible is a modification of the M-T rules so that a 
carrier setting the low rate in domestic traffic gets a certain 
percentage of the traffic, and the M-T'ers share the balance. This 
is what is done in international traffic, so what's the problem? 

CONCLUSION We have read the text on Reengineering, and we 
don't think that it means destruction. MTMC has the ability to 
simplify and improve the existing system, which is largely a 
creation of M'TMC. Please don't destroy an industry, its many 
companies, and many thousands of employees, because MTMC is unable 
to correct its system. 


Sincerely, 

PIONEER VAN LINES, INC. 


SMia^ 




LORNA STERN 
President 



CREATING A 2 1ST CENTURY GOVERNMENT 


SATURDAY, OCTOBER 7, 1995 

U.S. House of Representatives, 

Committee on Government Reform and Oversight, 

Long Beach, CA. 

The committee met, pursuant to notice, in the City Council 
Chambers, Long Beach City Hall, 333 West Ocean Avenue, Long 
Beach, CA, at 10:03 a.m., Hon. William F. Clinger, Jr. (chairman 
of the committee) presiding. 

Present: Representatives Clinger, Horn, Dreier and Schiff. 

Staff present: Monty Tripp and Kim Cummings, professional 
staff members; Judith McCoy, chief clerk; and Denise Wilson, mi- 
nority professional staff. 

Mr. Clinger. The committee on Government Reform and Over- 
sight will come to order. Good morning, ladies and gentleman. My 
name is ConOTessman Clinger, from Pennsylvania, chairman of the 
committee. We want to thank you all for coming to our fourth hear- 
ing on what we call creating a 21st century government. 

Before I go any further, I want to thank a very distinguished 
member of the committee and this area’s Congressman, Steve 
Horn, for hosting us today and for all the work that he and his 
staff have devoted to prepare for this hearing. Thank you, Steve. 

Mr. Horn. If I might say, Bill, I thank you and Steve Schiff, who 
is .vice chairman, for coming. They have a tough job going around 
the country. I can’t make every one of the hearings. I’ve made all 
but Seattle yesterday because we had business here. But it’s a 
great pleasure to have you both and the staff of the committee here 
in Long Beach. Southern California has a very good record in a 
number of areas, we’ll hear some of that this morning, in 
downsizing. 

Mr. Clinger has been designated by the Speaker as the ring- 
master within the House of Representatives to coordinate the ef- 
forts of the various committees who are looking at agencies of the 

S ovemment, to either make them independent, remign them or 
ownsize them. So we have all profited very much from citizen 
input and industrial input and government input and labor input, 
you name it, as we’ve gone around the country. So we hope to hear 
the ideas today and the chairman is going to explain how that proc- 
ess works. 

Mr. CuNGER. Thank you very much, Steve. This morning we will 
hear from a number of distinguished witnesses, all with ins^ht 
and experience in creating a leaner, more efficient, and more effec- 
tive organization, from businesses or governments that were, 
frankly, less than mean and lean. Our hope is that we can learn 
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from these witnesses and then apply those lessons to the ongoing 
efforts in Washin^n to ensure that we do have a Federal Govern- 
ment that is ready to serve this Nation today and into the next 
century. 

The efforts that we’re ^oing to make at the Federal level go be- 
yond streamlining executive departments and agencies. We are en- 
gaged in a radical restructuring of our institutions that will take 
us into the 21st century. We need to step back from the Federal 
Government we have today and ask the question that businesses, 
local and State leaders have been asking of their own organiza- 
tions — is this organization designed to meet our needs today, in the 
year 2000, in the next millennium and beyond, or is it left over 
from the days before microwave ovens and color TV? 

It’s critical that we refocus government on those essential func- 
tions that it must perform and reconsider whether government 
should be involved in any activity if it cannot do it well. In fact, 
in our quest to do things better, it often seems that all we have 
done is make the Federal Government bigger, without necessarily 
making it more efficient. 

In 1985, there were 1,013 Federal domestic assistance programs. 
Today, there are 1,390 programs administered by 53 agencies. So 
we’ve had a continuous growth over the last 20 years. To support 
these programs and the bureaucracy that runs them, Federal in- 
come tax receipts today have grown to an amount 13 times the 
amount they were in 1960. 

The problem in many of our views is that the Federal Govern- 
ment is no longer responsive to the people it is intended to serve. 
We have all heard or experienced the horror stories of wading 
through reams of inefficient, unhelpful government red tape. It 
seems that government today is just too big and is doing too many 
things to do them all well. Its long overdue for a top-to-bottom ren- 
ovation. 

Our task in this committee is to review the size, scope and func- 
tions of the Federal Government. Our goal is to improve govern- 
ment activity where it is necessary, refocus government efforts 
where they are misdirected, and get government out of activities in 
which it does not belong, and the only way to reach this goal is 
with the input and support of the American people. We are, after 
all, creating their 21st century government. 'To me, that means a 
government that is limited and responsive, a government that is 
the solution to problems rather than the source, a government that 
can adapt as the needs of its citizens change, and, finally, a govern- 
ment where change is not the dark unknown, but a welcome and 
constant force that continues to push America toward a promising 
fixture. 

The witnesses before us today already have met the challenge of 
preparing their oi^anizations for the future. I think we have much 
to learn from their experiences and the process by which they ar- 
rived at some very difficult decisions. It’s my hope that the lessons 
we learn here will translate in some respects to our efforts to 
smart-size the Federal Government, so we can benefit from their 
innovative ideas without having to reinvent the wheel. 

So with that, allow me, again, to thank our witnesses, our audi- 
ence, and my colleagues, wno have taken the time to attend this 
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hearing and to listen to what our witnesses and the people of Cali- 
fornia nave to say. Thank you very much. 

Do you have anything further you’d like to say, Congressman 
Horn? 

Mr. ScHlFF. Just let me add that I’m pleased to be here and be 
in your district, Steve. You’ve been a great addition to the U.S. 
Congress and I’m pleased to be visiting your area and meeting your 
constituents. Thank you. 

Mr. Clinger. As was indicated. Congressman Schiff is the vice 
chairman of the committee. I would now like to welcome our first 
panel of distinguished witnesses from local government. The Hon- 
orable Doug Drummond has had a distingui^ed career as the vice 
mayor of the city of Long Beach and the Honorable Henry Taboada 
serves as assistant city manager of Long Beach and prior to his 
current position, he served as deputy city manager. Gentlemen, I 
welcome you both. 

We have a custom in the Government Reform and Oversight 
Committee to swear all of our witnesses, so as not to prejudice any 
witness. If you have no objection, I may give you an oath. 

[Witnesses sworn.] 

Mr. Clinger. Let the record indicate that the witnesses both in- 
dicated they would be in the affirmative. We will include all of your 
written testimony in the record in full. We try to keep our wit- 
nesses to roughly 5 minutes, so please summarize your testimony 
if that’s possible. There’s a little green light over there that you can 
be guided by. We’re not going to cut you off, but if we can hold it 
to 5 minutes, that would be appreciated. Thank you very much, 
gentlemen. Whoever would like to go. 

STATEMENTS OF DOUGLAS DRUMMOND, VICE MAYOR, LONG 

BEACH, CA; AND HENRY TABOADA ASSISTANT CITY MAN- 
AGER, LONG BEACH, CA 

Mr. Drummond. Thank you. Chairman Clinger. Members of the 
committee, ladies and gentlemen. I’m Doug Drummond, vice mayor 
of the city of Long Beach, and on behalf of Mayor Beverly O’Neill 
and members of our City Council, it’s my pleasure to welcome you 
to the city of Long Beach and our Council Chambers. 

As a matter or fact, Conm-essman Horn’s assistant, Connie, is 
over here. Connie, if you will please stand? She has parking valida- 
tions for those who are here attending, if they so wish. Addition- 
ally, I must admit that it’s quite strange for me to be sitting here 
at this table rather than my council seat. I sincerely hope that you 
have the opportunity to tour our city and see and partake in our 
many assets. 

Let me also extend my thanks and appreciation to Congressman 
Horn for his efforts to save the Long Beach Naval Shipyard from 
closure. The Congressman was our point person in Washington on 
this effort and the city will forever be in your debt for the yeoman’s 
work that you did. 

Long Beach is a city of 440,000 people, the fifth largest city in 
California, the 32nd largest in our Nation. Our economy is going 
through tremendous changes. Our once dominant oil and aerospace 
industries have downsized over the recent past and with the clo- 
sure of the naval station and the pending closure of the Long 
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Beach Naval Shipyard, we have the end of a long histoiy with the 
U.S. Navy, an end that we regret to see coming. 

However, our new economy will be driven by international trade, 
tourism, transportation, retail and business services. This economic 
transition has placed g^reat strains on the city’s ability to provide 
services and maintain our aging infrastructure. As in most urban 
areas, the demand for public safety services is placing increasing 
demands on a decreasing city budget. 

We have tightened our belt, are improving efficiencies, and, most 
importantly, prioritizing limiting services and resources. In gen- 
eral, across-the-board cuts have been replaced with a systematic re- 
view of every service the city provides. Is the service in high de- 
mand? Who can provide it most efficiently, the public sector or the 
private? 

Underlying everything we do is a focus on our customers. We are 
listening to our residents, the business community, and other agen- 
cies we regularly interact with. We are asking what it is they want 
and expect from their local government. How can we best deliver 
the service and once re-engineered, are we meeting expectations? 
Assistant City Manager Henry Tal^ada will provide you more de- 
tails regarding three examples of our efforts to meet community 
needs with shrinking city resources. 

Let me, again, welcome you to our city, commend you for your 
efforts, and applaud your willingness to reach out to State and 
local governments. Yours is a tremendous task. Thank you. 

Mr. Clinger. Thank you very much, Mr. Drummond. Mr. 
Taboada. 

Mr. Taboada. Thank you. Vice Mayor Drummond. Mr. Chair- 
man, members of the committee, ladies and gentlemen. First, be- 
fore I begin my prepared remarks, let me just first indicate that 
I’m here to welcome you on behalf of City Manager James Hankla, 
who is out of town and would be here to make this presentation, 
and, also, on behalf of the city’s 5,000 employees who make this 
city run and run very efficiently. 

I would like to applaud the Committee on Government Reform 
and Oversight on these efforts to include the American people in 
the process of change in the Federal Government. I thank you, 
members of the committee, for your leadership in bringing needed 
change to the Federal Government and for this opportunity to par- 
ticipate. 

In Long Beach, we have learned that the first step to successful 
government reorganization is to develop a better understanding of 
the needs of those we serve, our customers. Our services, like those 
provided by the private sector, must be responsive to our cus- 
tomers. We have also learned that our services must be competitive 
from both a cost and quality perspective. 

In just a very few minutes, I will share with you two examples 
where listening to our customers has had a tremendous impact on 
how we deliver services and one that demonstrates how we have 
approached making our services more competitive. 

'The first exam^e involves the services provided by the Long 
Beach Police Department. Three years ago, the department faced 
unprecedented challenges, rapid increases in violent crime, gangs, 
illegal drug activity, declining staffing levels, and extremely low 
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morale created the need for major change in that department. The 
police department initiated an effort to develop a strategic plan to 
meet these, as well as future challenges. To ensure future plans 
were built on customer needs, substantial effort was put into ob- 
taining information from customers. Survey questionnaires, in sev- 
eral lan^ages, were pli.. J in all city public libraries, published in 
two of the city’s newspapers, and mailed randomly to selected ad- 
dresses throughout the city. 

A series of public meetings were held throughout the city where 
participants were encouraged to express their ideas, concerns and 
complaints, as well as to offer suggestions for positive change. The 
result of these efforts was a clearer picture of how safe the police 
department’s customers felt, which police services were most im- 
portant to them, and how they rated the police department’s per- 
formance and their individual image of the police department. 

With this strong understanding of our customers’ needs and pri- 
orities, the police chief established the future vision for the depart- 
ment and a series of goals and objectives to meet its customer 
needs. The vision focused on creating a community where people 
feel safe and where they could work together to solve community 
and neighborhood problems and to create and maintain a high level 
of respect, trust and confidence in the police department. 

The goals focused on the customers’ top priority services — ^re- 
sponding quickly to emergencies, reducing gang and drug activity, 
and solving neighborhood problems. With just over a year of imple- 
mentation, the plan is having dramatic results. Gang-related vio- 
lent crime is down 26 percent, with gang-related homicides down 
41 percent, and all violent crime is down 13 percent. The police are 
responding more quickly to all citizen calls for services and drug 
arrests are up nearly 36 percent. 

Perhaps most importantly, customer perspectives of safety, police 
image and performance have improved. Surveyed customers feel 
less likely to be crime victims, feel less impacted by illegal gang, 
drug and prostitution activity, and have a more positive image of 
the police department and its performance. 

The second example involves the process for businesses to obtain 
the necessary licenses and permits to operate in our city. After re- 
ceiving numerous complaints about our process, we met with 
groups of customers to identify their issues. The key problem iden- 
tified was that there was no single point of contact within the city. 
Business owners and representatives would often have to complete 
multiple and redundant forms, undergo multiple inspections, often 
with inconsistent interpretations, and write multiple checks to var- 
ious city departments. We took this information, evaluated it and 
completely redesigned our process. 

The driving principle behind this redesign was viewing the proc- 
ess from the customers’ perspective rather than our own organiza- 
tional view. ^ viewing the customers’ process from their point of 
view, city staff were able to rethink the approach based on its over- 
all purpose, eliminate steps that did not contribute, combine steps 
common to different departments, and focus on customer-oriented 
approaches, thus making it pleasant and easy to do business with 
the city. 
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As a result of implementing this redesign, we have been able to 
reduce the average time it takes to obtain a business license from 
nearly 3 weeks to less than 2 days. 

Another important lesson we have learned in Long Beach is that 
government services must be competitive both in terms of cost and 
quality. Like most local governments in southern California, Long 
Beach is feeling intense budgetary pressure. Demand for city serv- 
ices is increasing, while revenues available to pay for these services 
are decreasing. We have to learn literally to do more with less. 

To accomplish this, we have established a service assessment 
process to examine eveiy service the city provides. We are looking 
for opportunities to eliminate, consolidate, re-engineer, right-size or 
down-size, contract our services, or expand and contract in services. 
The first step in this process is determining that the service being 
examined is competitive with other means of providing that service. 
If the answer is no, we look for ways we can change or re-engineer 
how we provide that service to make it competitive. 

We have successfully re-engineered several operations, including 
tree trimming, our materials testing lab and our clerical pool. 

In conclusion, two key lessons for government, whether the local. 
State or Federal level, are that success requires government serv- 
ices to be focused on customer needs and priorities and that they 
must remain competitive in terms of cost and quality. Thank you 
very much. 

Mr. CUNGER. Thank you very much. Thank you both very much. 
I’m going to turn to Congressman Horn for the first round of ques- 
tioning. 

Mr. Horn. Thank you, Mr. Chairman. As you know, one of the 
things we’re grappling with, and Chairman Clinger has taken the 
lead in it, is the unfunded mandate situation, where the Federal 
Government has imposed mandates on the State and other lesser 
forms of government under the rules of the State, and the State, 
of course, has imposed unfunded mandates on counties and cities. 

Now, as we craft the legislation to devolve power out of Washing- 
ton and with it the programmatic money, let’s say, in worker re- 
training, we just had a bill before us that tried to consolidate 150 
different programs into 4 or 5. What’s your advice to this commit- 
tee and to Congress as to how we should limit the State as to how 
much money it takes off the top if the money needs to flow through 
to the counties and the cities, special districts, depending on the 
situation, so they can implement the programs? 

Should we put a cap of 1 percent, 5 percent, 10 percent? I realize 
that could vary with program and the State role, but we want to 
make sure the money gets down to where the action is. What’s your 
advice on that? 

Mr. Taboada. Congressman Horn, members of the committee. I 
think there is no arbitrary number that you could assign or a per- 
centage that could be assigned to how much overhead there is asso- 
ciatea with the trickle-down of Federal funds to the local level. 

l^at I think really needs to happen is that there is a reduction 
in the documentation that’s required to validate where every nickel 
and dime is spent, because that validation process uses up an enor- 
mous amount of resources and the paperwork that’s required to 
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satisfy every Federal grant, every State and county grant is enor- 
mous. 

If we could somehow simplify the processes so that we can ac- 
count for it and maintain yours and our fiduciary responsibility for 
the S6ifekeeping of those funds, that ought to be sufficient, if we can 
aCTee on a system that works well for all levels of government. 
That, I think, is where a good part of the money gets eaten up is 
in that reporting and recordkeeping that just, as I say, consumes 
a good part of the resource. 

Mr. Horn. Would you then leave the follow-up to simply the 
post-audit of the particular program to see if it had carried out the 
intent that was promised under it, as well as the fiscal responsibil- 
ity? Do you just simply handle it on a post-audit rather than indi- 
vidual documentation prior to that? 

Mr. Taboada. Well, first of all, the application itself for the grant 
or for the proCTam funding requires a lot of information up front 
and that satisfies, I think, a good part of the recordkeeping require- 
ment. So your point about a post-audit is very valid. 

The one caveat to that is that post-audits sometimes will deter- 
mine that there may not have been the exact use of the money that 
was ordained. It may be a very useful use of those funds, but that 
it doesn’t fit the box and, therefore, you might subject yourself to 
having to repay moneys used for worthy purposes, even though 
they were not the same exact purposes ordained in the legislation. 

So as long as there is some flexibility in that post-audit review, 
so that as long as there’s a reasonable explanation as to how the 
funds were utilized, then I believe that a post-audit is, in fact, a 
way to go. 

Mr. Horn. Obviously, under revenue-sharing, which lasted from 
1973 to 1983 and, regretfully, was ended, the cities and the coun- 
ties had great freedom to implement those funds and put them to 
some appropriate use. Would you say, in the drafting of the legisla- 
tion, as we move programs out of Washington to the 50 States, that 
we ought to force simplification of the types of paper you’re talking 
about for the cities and counties to access those fundings? And, if 
so, do you have any great ideas on how we simplify it, other than 
say limit it maybe to 1 or 2 pages, not the 100 and 500 pages that 
are sometimes required now? 

Mr. Taboada. Congressman Horn, the revenue-sharing model is 
one that we all reg^retted losing and it’s one that I think doesn’t 
need to be reinvented. I think it’s there to be used and used very 
effectively. So I would recommend that we go back to that type of 
program approach, because it did work for this city, cities through- 
out the Nation. When that program — and I’m not aware of any mis- 
use of funds as a result of that program. I don’t recall ever having 
seen an audit that resulted in anyone having to pay back any mon- 
eys because they were misappropriated or improperly used. 

I think the cities and counties acted very responsibly under that 
proCTam. In fact, what it did was it was discretionary funding that 
enabled us to fill in the valleys between other programs that are 
more rigid; that is, the categorical grants. So we used that money 
to fill in the gaps and to more or less fill in where other moneys 
were not avanable, and that flexibility was tremendously impor- 
tant. 
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Mr. Horn. Well, I thank you both for your testimony. It’s been 
excellent and I agree with you completely on the need to simplify 
it, hold people accountable for the broad approach of a particular 
grant, but end all the paperwork that requires you hiring extra 
people constantly instead of getting the money out to the program 
where you want to accomplish something. 

Thank you, Mr. Chairman. 

Mr. CuNGER. I’m pleased to recognize the gentleman from New 
Mexico, Mr. Schiff, for 5 minutes. 

Mr. Schiff. 'Thank you, Mr. Chairman. Thank you, gentlemen. 
Mr. Taboada, Td like to ask you about the description of the exam- 
ination of police services that you just described to us. When did 
this take place that you did this community inspection and review 
of police services? 

Mr. Taboada. Congressman, we undertook that program approxi- 
mately 2 years ago and we set out to develop a strategic plan that 
would take the police department into the next century. One of the 
things that we struggle with is there is a perception in our commu- 
nities that crime is rampant and that the public is unsafe. There 
is also a perception, even within our own organizational structure, 
that we know best how to deliver police services. 

The approach that we took in this particular undertaking was to, 
first of all, identify customer needs. We were amazed to find that 
there were areas in which we agreed and areas in which we dis- 
agreed. One of the misperceptions, I think, is that the public be- 
lieves that more police officers will decrease crime, and that, in 
fact, is correct, to some degree, but what we also found out was 
that customers were much more concerned about response time. So 
we’ve concentrated our energies on reducing response time to those 
calls for service and as a result of that, our crime statistics have 
gone down dramatically. 

We attribute it somewhat to the increase in police numbers, 
numbers of police on the street, yes, we do that, but we think that 
the response time is what has been the critical factor. We think 
that that approach of going to the citizenry and asking them what 
they think was the all important point of that process, because 
without asking them, we would have made different assumptions. 
Now that we have a better understanding of what the public really 
wants, we’re better able to provide that service. 

Mr. Schiff. But as you know, crime statistics go up and down 
for a variefy of reasons. So the key question here is when you say 
that Long Beach’s crime has gone down, how has it fared in com- 
parison to your surrounding communities? 

Mr. Drummond. Congressman Schiff, we have done very, veiw 
well. We had allowed our department to decline for many years. It 
reached the point whereby we had about 630 police offers serving 
440,000 people. Of the 630, 80 were off on disability leave. So we 
had 550 worldng the street. 

Today, suddenly, we’re up to about 830, with 30 off on disability 
leave. So effective working officers went from 550 to 800. The de- 
cline in criminal activity, as you see, 41 percent in homicide alone 
for a decline, other repercussions have also been felt in the commu- 
nity. Our graffiti is almost gone. We have a good handle on the 
gang activities. 
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And it isn’t all police. There are other events taking place at the 
same time. We have good community involvement. We have a 
strengthened neighborhood watch. We’re doing more with the 
youth in terms of directed activities, whether they be educational 
or thw be recreational. It’s become more of a community endeavor, 
but all together, it could not be done without that reduced police 
response time. That’s been very effective. 

Our surrounding cities have not seen the same effect. I believe 
that as the trend of the last 10 years has gone on, they have done 
a better job than Long Beach. I also do not believe that we have 
moved crime to the neighboring communities. We seem to have 
grabbed a hold of it and we’re suppressing it. It’s doing well. 

Mr. SCHIFF. I thank you very much for that further explanation. 
The only thing I would add is a respectful suggestion. Everybody 
is trying to get a handle on crime. It’s a nationwide problem. No- 
body is immune from it. You know that very well. In Albuquerque, 
NM, there’s a lot that I think we could do better. For example, in 
our State, we are one of the most liberal in the country in terms 
of good time release, up to 50 percent off any sentence, including 
murder. I think that’s outrageous and have been unable to change 
it. 

However, in Albuquerque, we have been experimenting. I think 
we should do more with police service aides. In other words, there’s 
a lot of police services, from recording auto accidents to just some 
just patrols, that really don’t need the level of training and, there- 
fore, the compensation level of a fully qualified police officer. In 
other words, the police service aides can augment a police depart- 
ment and, of course, they’re often made up of young individuals 
who want to see if this is a career they like. Many public service 
aides have gone into full-fledged police work. 

Like I say, we’ve gone up and down on that in Albuquerque, and 
I don’t know if youre doing it, but I think that’s an idea that’s 
worth looking at. 

Mr. Drummond. Congressman, I certainly agree with you and 
that’s one thing that our city has been very progressive about. Over 
the last 20 years, our police department changed rapidly, adopting 
more and more civilianization in different areas. It was the basic 
line service that had been neglected and now we’ve done a great 
job catching up. 

Mr. ScHlFF. Thank you very much, Mr. Drummond. Thank you, 
Mr. Chairman. 

Mr. Clinger. Thank you, Mr. Schiff. Gentlemen, you heard Con- 
gressman Horn talk about the unfunded mandates effort and that 
was really in response to what we had heard from all over the 
country, from State and local elected officials, decrying the fact 
that they have been mandated to do more and more things with 
less and less resources to do them with and that the Federal Gov- 
ernment has accelerated the rate at which it micro-manages the af- 
fairs of State and local governments over the years. 

One or two are not so bad, like barnacles on a ship. I mean, one 
or two aren’t going to sink it, but 10,000 barnacles may sink it, and 
I think that has been what we have failed to recomize. Over the 
years, with the accretion of mandates that have been laid upon 
local governments, it’s become an almost intolerable burden. 
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What we have done, and I’m sure you’re aware of it, is basically 
indicated that the Federal Government can no longer impose upon 
States and local governments mandates without providing the re- 
sources with which to conduct those mandates or at least having 
an up or down vote in the Congress, saying we’re going to pass it 
through, even though we’re not going to provide the resources, be- 
cause we think it’s so very important, the benefit is so great and 
we need to do that, but it would require an up or down vote. 

It is, unfortunately, only prospective. It will not look back to ex- 
isting mandates. We do nave a provision in there that directs a 
commission to look at the mandates that are on the books now and 
determine which ones are redundant, which ones could be done 
away with and so forth. But I just wanted to get a sense from you 
at the local government level as to the extent of that burden, some 
rough idea of the amount of your resources that you have to expend 
to comply with Federal mandates that are laid upon you. 

The one we hear most about as we travel around the country is 
the motor voter provisions, which are going to be imposing some 
burden. But could you just expand a little bit on what this might 
mean to you? 

Mr. Taboada. Mr. Chairman, members of the committee. One 
thing I think that all levels of government can a^ee on is that a 
service, once provided, is almost impossible to miminate. So the 
added burden of unfunded mandates on top of that really does 
stretch our resources to the breaking point. If there is prospective 
legislation, that certainlj^ would be welcome because we have some- 
how managed to cope with those unfunded mandates that we cur- 
rently are, I would say, saddled with. 

But having received those mandates and having those services 
provided, as I indicated, they are almost impossible to eliminate. 
That is why governments at the local level and why city councils 
struggle to maintain the current level of service. What we’re faced 
with as a result of that is that we either, one, eliminate the service 
and lay off city employees and no longer provide the service or, in 
the alternative, our service assessment program, which is a euphe- 
mism for contracting out, is that we now look for more competitive 
private sector delivery of some services where we can get a better 
bang for the buck. 

So that’s what we’re having to resort to is downsizing the size 
of the city government, the local government, and, at the same 
time, maintaining service level by using these techniques, such as 
downsizing, right-sizing, re-engineering, et cetera. We somehow 
have been able to cope with that up to this point, but I can tell you 
almost without exception, in the southern California region, that 
local government budgets have reached the breaking point. There 
is no slack left for any future unfunded mandates from any level 
because that really will be the straw that breaks the camel’s back. 
We can maintain what we have, but we can’t take on anything else. 

We are also very mindful of the categorical grants that we com- 
pete for and absolutely are just intrigued by. As an example, the 
grants that are now available for increased, law enforcement, we 
are more or less seduced into accepting those funds because it’s ab- 
solutely necessary for us to get that handle on crime and that’s 
how we’ve been able to increase our level of police services. 
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Mr. Clinger. But they come with a price, don’t they? 

Mr. Taboada. But the price tag is we don’t know how we’re going 
to pay for those 2 and 3 years down the road. We feel absolutely 
helpless about how we’re going to do that at this moment in time 
because we will be mandated to continue those services. 'The public 
will expect that we will continue those services and we will have 
to somehow either cut out everything else that supports the infra- 
structure of the city and only have public safety and no other serv- 
ice or some relief has to come from somewhere. 

We’re hopeful that future legislation will address that issue, be- 
cause otherwise you’re going to see counties and cities going broke, 
declaring bankruptcy, and that’s a tragedy. 

Mr. Clinger. Yes. 

Mr. Drummond. Mr. Chairman, if I might add to that. I feel very 
strongly that our opportunities for the future lie in that ability to 
recomize our inefficiencies. Right now, for example, I would like to 
realty urge, when you look at this and I realize it’s a huge, huge 
responsibility and a slight change of focus, but if we were to look 
at our Federal system again, the Federal responsibilities, the State, 
the county, the city, because right now we have tremendous over- 
lapping services and duplications of service. 

If we can streamline and get after that, I believe that we can 
find the money to perhaps do what we want to do more efficiently. 
But certainty the matter is getting the service or the infrastructure 
dealt with at the local level. Our trouble is that we’re overburdened 
with this huge bureaucracy that has to eat up so many resources 
on the way. 

Mr. Clinger. I couldn’t agree with you more. I think that for 
whatever reason, we have tended to assume into Washington, DC, 
more and more authority, more and more jurisdiction over more 
and more things, and that the relationship now between Federal, 
State and local governments is one of a guardian to a ward. In 
other words, we want to tell you what to do, how to do it, but don’t 
give you the money to do it with. 

I think that the intention, I’m sure, of the founding fathers was 
never to have that kind of relationship. It was to be a partnership 
with Federal Grovemment doing those things which the Federal 
Grovemment, by rights, should be doing, but no more. State govern- 
ments doing what they should be doing and local governments 
doing what they should be doing, in a partnership, and that’s obvi- 
ously what we’re hoping to move toward in this restructuring, to 
realty redefine the Federal system and get it more back into a part- 
nership in this regard. 

I think there is enormous cynicism about government at all lev- 
els and we certainty have felt that as we’ve gone around the coun- 
try. We’ve held hearings in Cleveland and in New Jersey and yes- 
terday in Seattle, and we’re going to Mr. Schiff s district tomorrow, 
we’re going to be in Charlotte later on. So we’re realty getting, I 
think, some good testimony. 

But there’s a great deal of cynicism and distrust of government 
at all levels and I think part of the reason is because Washington 
is seen as beine this monolithic structure that people don’t really 
relate to and don’t feel that they can impact in any way, and. 
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therefore, there is this cynicism, and I think there’s also cynicism 
at the local elected officials. 

I ^ess my question to you would be — we’re talking about moving 
to block grants for some Federal programs. Some would say, well, 
don’t give us the block grants, you know, just give us the way to 
raise our ovra money, do our own thing, and it shouldn’t have to 
come from Washington, we should be able to do it here. But if we 
go to the block grant approach, should we focus on formulas that 
would distribute the money to the States for further redistribution 
to the localities or, to the extent possible, should we attempt to 
structure the program so that basically it went right to the local 
level? 

I think I know what your answer will be. 

Mr. Drummond. I want to respond, as well. This is very, very in- 
triguing. 

Mr. Taboada. Mr. Chairman, I want to piggy-back the vice 
mayor on his statements and also segue from what you’ve just said. 
The point I wanted to make is that generally, from the Federal 
level, one size fits all. Here in the State of California, we have huge 
urban counties, with tremendous population bases, where the coun- 
ty and city services, as the vice mayor indicated, would tend to 
overlap. 

We have counties in the northern part of California that are so 
rural that they don’t even have a city within their geographic 
boundaries. There’s also the differences between urbanized and 
rural States. But the rules and regulations that generally come 
from the Federal Government are routinely and uniformly applied 
equally across the board. So even if you go to block grants — and 
your question was how would you structure block grants. 

'The mere fact that they’re to be utilized by such a diverse group 
of governments means that no one gets satisfaction because it’s a 
compromise at some point. You’re compromising size or density, for 
lack of density, or huge numbers versus small numbers. In that re- 
gard, the flexibility just disappears all together. 

So whether the/re categorical grants or if they’re block grants or 
if they’re even revenue-sharing type of arrangements, the greater 
the degree of freedom for that entity, whether it’s the State, county 
or the city, to be able to determine its own destiny is all important, 
because without that, as I said earlier on, all we'll be doing is fill- 
ing in the blocks on the forms and not really accomplishing what 
the Federal Government or what your body, in passing that legisla- 
tion, intended. 

Mr. Clinger. I think the tension is how can we do that and still 
have accountability, because there has to be accountability some- 
where. We have to find a balance there in terms of giving localities 
the flexibility to do what they need to do while still maintaining 
some measure of accountability back to the Federal Government. 

I am delighted to welcome — we have been joined by Congressman 
David Dreier, a California Congressman and a very distinguished 
Member of the House of Representatives and of the all powerful 
Rules Committee of the House of Representatives. David, welcome. 
Would you like to comment or ask some questions? 

Mr. Dreier. 'Thank you very much, Mr. Chairman. Let me say, 
first of all, it’s a privilege for me to be here with my friend, Steve 
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Horn. I’d also like to welcome Chairman Clinger and Mr. SchifT to 
California and to apologize for my arriving late and leaving early. 
I’ve just left the San Dimas Western Days Parade, which was a big 
event up in the area I represent in the San Gabriel Valley, and I’ve 
got a luncheon meeting up north. But I did want to come by be- 
cause this is an extraordinarily important issue. 

I don’t want to interrupt this testimony and the questions that 
are going on here, but I have some remarks that I would like to 
make after this panel, if that would be all right with you, Mr. 
Chairman. 

Mr. Clinger. Veiw good. 

Mr. SCHIFF. Mr. Chairman, I wonder if I could have just 1 more 
minute. 

Mr. Clinger. Of course. 

Mr. ScHiFF. Thank you. Since we did spend a fair amount of time 
talking about law enforcement and public safety and since, obvi- 
ously, we have now come to California, we have just come from the 
State of Washington and there was much discussion of their three 
strikes and you’re out law, and it’s been pointed out that there are 
different three strikes and you’re out laws. 

We passed one in New Mexico that will never be used and the 
legislature knew that. They passed a law that says to get strike 
one, you must murder two clergymen on Tuesday night when the 
moon is full. What I want to say is — and I wrote the three strikes 
and you’re out provision that’s in the current Federal bill. I wanted 
to write a much tougher one, but I couldn’t. It just was not possible 
at that time to get enough support for it. 

But what I want to say is I’m well aware that there is a con- 
troversy in your State about the fact that the State of California 
has passed what may be probably the broadest three strikes and 
you’re out bill. I believe, if I understand it correctly, it’s three felo- 
nies, period. 

I wemt to point out, of course, that in all three strikes and you’re 
out bills, we are not talking about three felonies committed an hour 
apart. We are talking about a felony, going through the system, 
being convicted, being sentenced, andf doing it again, and so forth. 

I’m well aware that your bill is very controversial, since it’s all 
three felonies, including non-violent felonies. I wanted to say that 
as a former career prosecutor, but also as a defense lawyer, you 
wrote the right bill and I think it ought to be taken as a model for 
the country. This, by no means, is a belief on my part that every 
person convicted of every offense ought to go to prison. I don’t be- 
lieve that at all. I believe that there ought to be an alternative sen- 
tencing available in manv cases. 

But I want to stress that what we’re talking about is the career 
criminal. We’re talking about the person who essentially may have 
been caught three times, but isn’t committing just three crimes. I 
don’t thiim the law of averages works that way. I think that they 
are stealing everything that isn’t nailed down. 

I’m willing to argue the point just on the economics. The totally 
non-violent criminal will steal more from us each year than the 
broadest highest possible cost of incarceration and, therefore, it’s a 
net savings to get these people off the street. That doesn’t count 
several other factors. It doesn’t count the economics of re-arrest, re- 
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prosecution, security. It doesn’t count the non-economic factors, the 
fact that non-violent criminals can get violent real fast in many 
cases, if the^re pushed to it, or just a human heartache of losing 
your precious valuables. 

So I say, with due respect, that I think California should stick 
to its guns on that and I hope other States and the Federal Gov- 
ernment will follow you. Thank you, Mr. Chairman. 

Mr. Drummond. Congressman Schiff, if I might reply. You came 
from the prosecution arm of our criminal justice system, I came 
from the police arm. I couldn’t agree with you more whole- 
heartedly. I am really convinced that that is a fact and when I 
think of it, I have to mention that we are not talking about a mis- 
demeanor or an infraction that people can do by mistake. 

Mr. SciDFF. Or just one or two. 

Mr. Drummond. Right. We’re talking about three. And when I 
think about people who go through their whole lives without ever 
committing a felony, the great majority, and then I look at this, 
three convictions, different offenses. 

Mr. Schiff. I assume, Mr. Drummond, since you have a police 
background, that you’ve seen the rap sheets that go on page after 
page after page. 

Mr. Drummond. Absolutely. 

Mr. Schiff. And the system is dealing with the same person over 
and over again. 

Mr. Drummond. Absolutely. And I’m always reminded, too, of a 
quotation that goes something like this — “Those who treat the cruel 
kindly inevitably treat the kind cruelly.” I think that says it all. 

Mr. Clinger. Any further questions, Mr. Horn? 

Mr. Horn. I just have one, and that is in critically looking at 
your operations and making a determination of what your serv- 
ices — ^how you can improve the delivery of your services, has privat- 
ization entered into this? Have you looked at areas where that 
might be a solution or might be a way to downsize? 

Mr. Taboada. Mr. Chairman, members of the committee. Abso- 
lutely. We have looked at every possible opportunity to contract out 
city services, particularly when we can demonstrate that they can 
be provided at least cost and maintain the quality that the public 
is used to. We continue to look for those opportunities, but we also 
look two ways. We look to contract out and, as I say, we have a 
variety of those kinds of programs in place already. We also look, 
because we’re a larger city, to provide services to smaller cities on 
a contract basis, contracting in. 

For instance, we provide fire protection service for the city of Sig- 
nal Hill, which is totally surrounded by Long Beach. We provide 
animal control to Signal Hill and Cerritos. We will take every op- 
portunity to either provide service or to contract out service. 

The difficulty there is, of course, that we have career employees 
in our system who were hired with the idea in mind that they had 
a career and a future with the city of Long Beach. So we also have 
to be mindful of those kinds of commitments that we have made. 
So we also are very cognizant of our need to provide other opportu- 
nities for those individuals to either continue employment in other 
positions within the city or to retrain them for other positions in 
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outside industry or to even have them be part of the contract, if 
we contract out. 

That’s the other side of the equation for local government. 

Mr. Clinger. Yes. 

Mr. Drummond. If I might make one more addition to my testi- 
mony here. I really appreciate the fact that you have so many dif- 
ficult problems facing you and I understand, too, that you have to 
take into consideration, when you’re looking at grants or assistance 
to the local level, whether it might be climatic differences and dif- 
ferences in economy, meaning agricultural and mining and manu- 
facturing and so forth, all of those things. 

I urge you to be very careful, thou^, on pass-throughs, grants 
through States to the local level, not only to target them to the 
local level, to reach to the bottom without them being stripped off, 
but as well to consider the per capita aspects that are also impor- 
tant. I particularly look right now at what I predict to be future 
problems if that isn’t considered in just welfare, for one, that how 
can we have discrepancies in assistance from State to State. 

'The second thing that I want to point out is that immigration 
has become such a tremendous burden in southern California 
alone. When you look at two-thirds of childbirths in county hos- 
pitals as being from illegal immigrants and then you look at 20 
percent of our jail population in Los Angeles County as being ille- 
gal immiCTants I really have to urge that however we deal with 
this problem, I truly believe that persons who are foreign-bom 
have either been permitted into this country by the Federal Gov- 
ernment legally or they have been permitted by the Federal Gov- 
ernment to enter by omission. 

I really believe it should be a Federal responsibility. It’s an in- 
credible burden on our southern California area. [Applause.] 

Mr. Clinger. Yes. I sense that there is a great deal of support 
for that position. Congressman Horn. 

Mr. Horn. Well, I completely agree with the gentleman. As you 
know, we have had a problem since the mid-70’s and until recently, 
the executive branch has done zilch. Until the 103d Congress, the 
legislature wasn’t much help either, but we did authorize 6,000 ad- 
ditional border patrol officers. Those are now being recmited, 
trained, deployed, and I think that’s a start. But your point is well 
taken and the Federal Government — I’m glad to see the Resident 
did make that decision, where the Federal Government should be 
reimbursing the affected areas that have had their resources abso- 
lutely stretched, as the county hospital-clinic system in this area. 

That is long overdue and they should be treated exactly as the 
refugee situation was treated and the delegation, on a bipartisan 
basis, has gone to ask for those funds. The problem is there just 
haven’t been enough of them and we definitely need to do more. 

Mr. Clinger. Congressman Dreier. 

Mr. Dreier. If the gentleman would yield on that point. I con- 
pp'atulate Mr. Horn for his remarks and I’d like to expand on that 
just briefly. As Steve said, the 104th Congress has, for the first 
time, stepped up to the plate and gotten the Federal Government 
to do exactly what you have said, acknowledge its responsibility. 
And let me tell you how it’s been done, in addition to the call for 
an additional 6,000 officers. 
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You know that the issue that you have just raised of 1 in 5 pris- 
oners incarcerated in the State being illegal, we have found that 
of the six prison bills, and Mr. Schiff was very, very heavily in- 
volved in this leraslation, that came forward, it was essential for 
us to look toward reimbursement to the States for the costs of in- 
carceration. There was an amendment that our California col- 
league, Mr. Gallegly, working with Mr. McCollum, successfully got 
into the legislation, which calls for the reimbursement. 

In the authorization bill, we had $650 million. When it came to 
the appropriations process, it was slightly less than that. But Cali- 
fornia will be the greatest beneficiary in that we will see the Fed- 
eral Government reimbursing the State, which has incurred those 
costs for incarceration, probably to the tune of between $350 and 
$400 million. So I believe, again, it’s a very good and positive step 
in the direction of acknowledging the exact problem that you’ve 
raised. 

Mr. Horn. Could I just add a comment? 

Mr. Clinger. Certainly. 

Mr. Horn. A one-sentence addition to that is we did encourage, 
because under the rules of comedy between legislative and execu- 
tive branch, we can’t demand it, but we encouraged in the legisla- 
tion that the President renegotiate the prisoner treaties with the 
49 source countries of illegal immigration, on our northern border, 
southern border, east, west, so forth. 

That is essential so that if convicted in a court in this country. 
State or Federal, we can send the people back there to be assured 
a term in their prison and not our prisons, because right now, as 
was mentioned, the estimated costs in the State of California are 
$375 million a year, by the Governor and his staff, are spent on 
housing illegal aliens in the State prison system. That needs to be 
reversed. 

Mr. CUNGER. Mr. Drummond, Mr. Taboada, we really thank you 
very much for your participation today and for your very helpful 
testimony. Thank you for being with us. 

Mr. Drummond. Chairman Clinger, thank you for honoring us by 
being in Long Beach. 

Mr. Clinger. Thank you. I am now pleased to recognize the gen- 
tleman from California, Mr. Dreier. 

Mr. Dreier. Thank you very much, Mr. Chairman. Let me, 
again, express my appreciation to this extraordinarily important 
committee for holding this meeting here in Long Beach and, again. 
I’d like to acknowledge the superb leadership that Steve Horn has 
shown to this community and to our entire State delegation. 

Mr. Chairman, as you know, I have dabbled a bit myself in the 
issue of organizational reform and in 1993, as you know, I served 
as a co-chairman of what was known as the Joint Committee on 
the Organization of Congress, which looked at the entire question 
of an overhaul of the institution. As you well know, many of the 
organizational reforms which we put into place in January of this 
year emanated first from our Joint Committee on the Organization 
of Congress. Those are reforms which sought to make the House 
of Representatives more effective and accountable and responsive 
to the needs and, quite frankly, based on the early assessments 
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that we have received, the organizational reforms have been re- 
ceived extraordinarily well and we’ve gotten a positive response. 

But, of course, there is much, much more that needs to be done 
and I am hoping that the work of the Government Reform and 
Oversight Committee and the information that comes forward from 
the testimony here today will be able to play a role in our bringing 
about ftirther organizational reforms within the Congress. 

With respect to the broader overall issue of government restruc- 
turing, I was very privileged to have had a professor who is now 
greatly quoted by the Speaker of the House, when I attended 
Claremont Graduate School, called Peter Drucker. Professor 
Drucker, in responding to President Johnson’s Executive order that 
said that all government agencies adopt program reviews to weed 
out obsolete and unproductive work. Professor Drucker said, ‘This 
is a good first step and badly needed, but it will not produce results 
as long as we maintain the traditional assumption that all pro- 
grams last forever unless proven to have outlived their usefulness. 
The assumption should rather be that all programs outlive their 
usefulness fast and should be scrapped unless proven productive 
and necessary. Otherwise, modem government, while increasingly 
smothering society under rules, regulations and forms, will itself be 
smothered in its own fat.” 

I think that Professor Drucker has been a great visionary in 
looking at that and it’s very clear that there are thousands and 
thousands of government programs and agencies that have outlived 
their usefulness. I think that’s really the thrust of why we’re here 
today and the work of this important committee. 

In fact, the whole structure of the Federal Government, from my 
perspective, is outdated, leading to suffocating bureaucracy and 
poor delivery of services to people who desperately need them. 

One of the 1993 reports of the National Performance Review, en- 
titled ‘Transforming Organizational Stmctures,” laid out what I 
consider to be an excellent model for transforming the Federal Gov- 
ernment. The report noted that there are over 34,000 Federal field, 
district and regional offices spread throughout the United States 
and this structure was developed in the 1930’s to facilitate popular 
acceptance of new deal legislation, mostly unchanged since then. 
That was what the report stated. 

It goes on to say the field structure does not reflect substantial 
changes in government services rendered, consumer services de- 
manded, and modern technology. I would say that the failure of 
part of the reinventing government package was not in recognizing 
problems, but in developing effective strategies for change and tak- 
ing the necessary actions to cany out that change. Unfortunately, 
there’s really been no streamlining of the field structures and no 
attempt to weed out programs and agencies that serve no useful 
purpose. 

One of the areas where I have been personally involved for a 
number of years has been the U.S. Small Business Administration. 
According to a General Accounting Office study that was conducted 
in 1992, they said there has been no recent assessment of what sec- 
tor of small business, if any, would receive financial assistance if 
SBA did not exist, nor has there been a recent assessment of the 
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economic impact that has resulted from billions of dollars in Fed- 
eral guarantees that SBA has provided to small businesses. 

The reason that GAO’s assessment of the SBA is so negative is 
that the agency’s mission statement is, I believe, very faulty. In 
1985, when the Budget Director, then Budget Director David Stock- 
man, called the SBA “a billion dollar waste and a rat hole,” here 
we are a decade later and the agency has undergone numerous re- 
organizations and credit reforms that have brought down default 
rates and improved the operations of credit programs. 

But, unfortunately, the agency is still a faHure because of the 
faulty premise that government can create private sector mbs. 
Even if the government could create private sector jobs, the SBA’s 
programs are, from my perspective, inconsistent with that mission. 

Now, you know, Mr. Chairman, very well that we are approach- 
ing the dawn of the millennium, what is clearly an era of tremen- 
dous technological progress and highly developed economic and so- 
cial infrastructures, yet the Federal Government is mired in an or- 
ganizational structure designed to address the economic and social 
problems that existed during the 1930’s. That’s why I believe sin- 
cerely that the work of the Government Reform and Oversight 
Committee is so important and the success of this effort depends 
on how well we utilize the strategies and expertise of those in other 
government institutions and the private sector that have managed 
organizational change. 

California has been on the cutting edge of so many issues and 
as we look at the issue of reform of the Federal Government, I be- 
lieve that the input that we are getting here today and that your 
committee will continue to get from a wide range of governmental 
entities which have been on the cutting edge of many of these soci- 
etal problems will help as we do charge toward that millennium. 

I, again, thank you very much for being here and would like to 
say that I know we all pat each other on the back quite a bit, but 
there are no Members of Congress for whom I have higher regard 
than Bill Clinger and Steve Horn and Steve Schiff, and I would 
like to say what a privilege it is for me to have the opportunity to 
serve with them. 

Thank you very much, Mr. Chairman. 

Mr. Clinger. "Thank you very much, David, for a very thoughtful 
presentation. Also, I do want to commend you for the outstanding 
leadership you have shown in reorganizing the Congress, because 

? ’ou spent hours, days, and weeks taking testimony from our col- 
eagues and from others on how we could reform, make the legisla- 
tive branch work better and cost less. It was really sort of a harbin- 
ger of what we’re trying to do now with the executive branch, but 
it was extraordinarily important work that you did. 

In fact, one of your colleagues, Jennifer Dunn, was with us yes- 
terday and she was part of that effort under your leadership. So 
we thank you for that and thank you for being here today. 

I am now pleased to introduce our next panel of witnesses, if 
they may come forward as I am introducing you. Michael Stoker 
was named the 1993 Most Valuable Official in County Government 
in America by Governing Magazine and in June 1995, Mr. Stoker 
was appointed by Governor Pete Wilson as chairman of the Califor- 
nia A^cultural Labor Relations Board. He is also a former staff 
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member of the Subcommittee on Government Management, Infor- 
mation, and Technology and we’re delighted that he is here. Chair- 
man Horn of that subcommittee has been doing an outstanding job, 
with your former assistance in that regard. So we’re delighted to 
have vou. 

Richard Terzian currently serves as an appointee of Governor 
Wilson as chair of the Commission on California State Government 
Organization and Economy, commonly known as the Little Hoover 
Commission. Mr. Terzian is a partner in the Los Angeles Office of 
LeBuff, Lamb, Green & McCray. Welcome, Mr. Terzian. 

Finally, Fred Silva, the executive secretary of the California Con- 
stitution Commission, has had a distinguished career in the public 
sector, serving as chief fiscal policy advisor to the Speaker Pro 
Tempore of the California Senate and working as a principal con- 
sultant for the Senate Local Government Committee. 

Gentlemen, I welcome you all. As you may have heard me state, 
it is the custom of this committee to swear all our witnesses so that 
we don’t prejudice any witness. If you have no objection, I will de- 
liver the oath. 

[Witnesses sworn.] 

Mr. Clinger. Thank you. Let the record indicate that the wit- 
nesses answered in the affirmative. Again, we welcome you, gentle- 
men. Your written testimony will be included in full in the record. 
If you. can summarize, fine. If not, we have a rough time limit of 
5 minutes, but don’t feel duty-bound to that. But we are delighted 
to have you and I guess would you lead off? 

STATEMENTS OF MICHAEL STOKER, CHAIRMAN, CALIFORNIA 
AGRICULTURAL LABOR RELATIONS BOARD; RICHARD 
TERZIAN, CHAIRMAN, COMMISSION ON CALIFORNIA STATE 
GOVERNMENT ORGANIZATION AND ECONOMY, THE LITTLE 
HOOVER COMMISSION; AND, FRED SILVA, EXECUTIVE SEC- 
RETARY, CALIFORNIA CONSTITUTION REVISION COMMIS- 
SION 

Mr. Stoker. Thank you, Mr. Chair. First of all, I am chairman 
of the Agricultural Labor Relations Board. The record should re- 
flect I am not here today speaking on behalf of the board, but rath- 
er in my individual capacity, primarily from my experience as a 
county supervisor in Santa Barbara Coxuity. 

With that having been said, Mr. Chairman, I want to personally 
thank you, the full committee and your staff for the responsibility 
you have assumed in evaluating and eventually recommending 
ways to successfully downsize and restructure government. Anyone 
who has followed the full committee and, in particular, the Sub- 
committee on Government Management, Information, and Tech- 
nology, knows you have accepted one of the more simificant tasks 
before this Congress and your staff, which is one of the finest on 
Capitol Hill, has responded in a remarkable way. 

This having been said, let me turn to the issue at hand — success 
stories of reorganization. As a county supervisor, I had to deal di- 
rectly with the need to reorganize in order for our county to finan- 
cially survive. From 1991 to 1994, the California State Legislature 

§ ermanently transferred $6 billion from local government to the 
tate treasury in order to balance the State budget. 
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The way the State met their fiscal demands at the time, by steal- 
ing from Peter to pay Paul, is not a success story. The way many 
of the counties and cities in the State responded is. In Santa Bar- 
bara County, our proportion of the $6 billion Statewide transfer 
was $16 million lost annually. This, in addition to the $20 million 
deficit projected at the start of 1991, represented a potential $36 
million shortfall. To respond, we embarked upon a significant effort 
to downsize, consolidate, streamline or eliminate. The goal I articu- 
lated to drive the plan was the premise that any consolidation 
which would realize a net county savings and nominally impact the 
level of basic services should be the starting point of the reorga- 
nization plan. 

As a result, 38 departments were consolidated into less than 24. 
All departments serving internal county functions were consoli- 
dated into one general services department. External non-regu- 
latory environmental agencies were merged into public works. All 
environmental regulatory agencies were consolidated into environ- 
mental health. Fire and sheriff services were combined into one 
agency, the first county to do so in the Nation, with the county 
sheriff and the fire chief becoming the same individual. 

Ironically, one consolidation I had recommended which would 
have realized the greatest gains was not approved due to extra- 
neous political pressures. This was a proposal to merge health care, 
social services and mental health into one family services depart- 
ment. Significantly, the consolidation would have saved money and 
realized better constituent service. But as the other consolidation 
plans took hold and generated the savings necessary to balance the 
budget, the political will to reorganize gave way to traditional polit- 
ical pressures. 

The moral of this story for Congress is simply pursue all restruc- 
turing options as part of a balanced budget plan, as it will be even 
more difficult to pursue the same restructuring options on its indi- 
vidual merits. 

From our experience, I would like to share some observations 
and potential recommendations with you. First, I strongly rec- 
ommend that the goal should be to provide any given service 
through one level of government, and I think you heard some of the 
representatives today from Long Beach attest to that fact. Locally, 
our reorganization plan eliminated any duplication of service be- 
tween county agencies. This assured better constituent service by 
one agency providing the service and, additionally, generated sig- 
nificant savings, allowing our county to eliminate the potential $36 
million shortfall and deliver a balanced budget. 

While this concept of consolidation may seem obvious, the fact re- 
mains that we often provide the same services in different ways 
through service levels of government. For instance, with the envi- 
ronment, we find Federal EPA and the State CAL-EPA and to im- 
plement Federal mandates, almost all counties maintain several 
departments to respond to environmental responsibilities. 

In housing, we have HUD, California has the Department of 
Housing ana Community Development, and most counties have 
housing authorities and redevelopment agencies. In law and jus- 
tice, we have county jails. State prisons and Federal penitentiaries. 
Needless to say, I could go on and on with numerous examples. 
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The point is at each level, we are spending millions at the local 
level and billions at the State and Federal levels in administrative 
costs alone. Consequently, to properly assess reorganization and re- 
alize the maximum efficiencies, it is essential at some point to 
make the assessment by analyzing all three levels of government 
collectively and how each interfaces with the other and determine 
which one level of government is best able to provide the service. 

With this in mind, I would suggest CTOups like NACO, the Na- 
tional Association of Counties, and the League of Cities would wel- 
come the opportunity to work on these kind of issues with the Con- 
gress. 

Second, provide local government greater flexibility in imple- 
menting Federal mandates. The success story I have described in 
Santa Barbara County was realized solely in areas of which we had 
discretion. Where Federal mandates dictated service levels, eligi- 
bility requirements and, most importantly, the process to be ap- 
plied in providing the service, the result was and continues to be 
ongoing inefficiency and a waste of taxpayer dollars. 

To illustrate this point, I will contrast how our county was able 
to respond to health care and welfare given Federal mandates that 
currently exist. In the area of health care, the service levels of 
Medicaid, or what we call MediCal in California, were mandated, 
but how the service was provided was not. Consequently, in 1980, 
our county requested State legislation to authorize the Santa Bar- 
bara County Health Authority, which resulted in the abolition of 
county hospitals by contracting out with the private sector, the req- 
uisite health care services. 

The end result was an annual county savings of $10 million a 
year and a better delivery of health care services for the indigent 
population. I think this goes to some of the questions you raised 
earlier, Mr. Chair, in regards to contracting out. 

What is important as far as these proceedings are concerned is 
to keep in mind that Santa Barbara County’s approach was pos- 
sible only because the Federal mandate regarding Medicaid did not 
mandate in what way the service was to be provided. I contrast 
this with welfare, where the process is mandated, and clearly dif- 
ferent results were realized. With welfare, not only eligibility and 
payment schedules expressly mandated, so are the particulars re- 
garding how the program will be administered. When I wanted to 
implement a plan for welfare beyond our county’s general relief 
population, our county was statutorily prohibited. When I wanted 
to change eligibility forms and application so 1, not 18 applications 
would be filled out to be reviewed by eligibility workers, we were 
again statutorily precluded. 

This latter point is significant because the forms have to be indi- 
vidually evaluated and manually processed, which means more 
forms equal more costs. The point is when we could have been en- 
trepreneurial, cut costs and helped welfare recipients, we were 
stopped dead in our tracks. 

I am sorry my time is up, because I obviously could spend hours 
with this subject. I provided you only a handful of examples today. 
Hopefully my testimony has provided some insight as to the ways 
or road blocks for success. Again, I want to commend you for the 
job task your committee has accepted. I wish you well. I would be 
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more than happy to answer any questions at this time. I regret, 
unfortunately, I have a meeting in the Bay Area, that I am going 
to have to leave to catch a flight. I’d be more than happy if you 
wanted me to answer questions. 

[The prepared statement of Mr. Stoker follows:] 
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MR. CHAIRMAN. 1 WANT TO THANK YOU, THE FUi. COMMITTEE AND 
YOUR STAFF FOR THE RESPONSIWUTY YOU HAVE ASSUMED IN EVALUATING, 
AND EVENTUALLY RECOMMENDINQ, WAYS TO SUCCESSFULLY DOWNSIZE, 
AND RESTRUCTURE GOVERNMENT. ANYONE WHO HAS FOLLOWED THE FUU. 
COMMITTEE, AND IN PARTlCUUkH THE SUBCOMMITTEE ON GOVERNMENT 
MANAGEMENT, INFORMATION » TECHNOLOGY, KNOWS YOU HAVE ACCEPTED 
ONE OF THE MORE SIGNIFICANT TASKS BEFORE THIS CONGRESS AND YOUR 
STAFF, WHICH IS ONE OF THE FINEST ON CAPITAL HILl, HAS RESPONDED IN A 
REMARKABLE WAY. THIS HAVING BEEN SAID, LET ME TURN TO THE ISSUE AT 
HAND-'SUCCESS STORIES' OF REORGANIZATION. 

AS A COUNTY SUPERVISOR I HAD TO DEAL DtHECTLY WITH THE NEED TO 
REORGANIZE IN ORDER FOR OUR COUNTY TO FINANCIALLY SURVIVE FROM 
1891 TO 1994 THE CAUFORNIA STATE LB31SLATURE PERMANENTLY 
transferred 6 BILLION DOLLARS FROM LOCAL GOVERNMENT TO THE STATE 
TREASURY IN ORDER TO BALANCE THE STATE BUDGET. THE WAY THE STATE 
MET THEIR FISCAL DEMANDS, BY STEAUNQ FROM PETER TO PAY PAUL. IS NOT 
A SUCCESS STORY. THE WAY MANY OF THE COUNTIES AND CITIES IN THIS 
STATE RESPONDED ISI 

IN SANTA BARBARA COUNTY OUR PROPORTION OF THE 6 BlUiON 
DOLLAR STATEWIDE TRANSFER WAS IS MILLION DOLLARS LX3ST ANNUALLY. 
THIS IN ADDITION TO THE 20 MILLION DOLLAR DEFIdT PROJECTED AT THE 
START OF 1891 REPRESENTED A POTENTIAL 36 MILLION DOLLAR SHORTFALL 
TO RESPOND, WE EMBARKED UPON A SIGNIFICANT EFFORT TO DOWNSIZE. 
COnSOUOATE, STREAMUNE or EUMINATE. the goal I ARTICUlATbD TO 
DRIVE THE PLAN WAS THE PREMISE THAT ANY CONSOUDATWN WHICH 
WOULD REALIZE A NET COUNTY SAVINGS AND NOMINALLY IMPACT THE LEVEL 
or BASIC SERWOEe SHOULD BE THE STARTING POINT OF THE 
REORGANIZATION PLAN. AS A RESULT, 38 DEPARTMENTS WERE 
CONSOUDATEO INTO LESS THAN 24 . ALL DEPARTMENTS SERVING INTERNAL 
COUNTY FUNCTIONS WERE CONSOLIDATED INTO ONE GENERAL SERVICES 
DEPARTMENT; EXTERNAL, NOM^EGULATORY ENVIRONMENTAL AGENCIES 
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WERE MERGED irlTO PUBLIC WORKS; AU. ENVIRONMErfTAL REGULATORY 
AGENCIES WERE CONSOUDATED INTO ENVIRONMENTAL HEALTH; AND FIRE 
AND SMCfllFF SERVICES WERE COMBINED INTO ONE AGENCY, THE RRST 
COUNTY TO DO SO IN THE NATION, WITH THE COUNTY SHERIFF AND THE RRE 
CHIEF BECOMING THE SAME INDIVIDUAL IRONICALLY ONE CONSOUDATION I 
HAD RECOMMENDED WHICH WOULD HAVE REAU2ED THE GREATEST GAINS 
WAS NOT APPROVED DUE TO EXTRANEOUS POUTTCAL PRESSURtS. THIS 
WAS A PROPOSAL TO MERGE HEALTH CARE, SOCIAL SERVICES AND MENTAL 
HEALTH INTO ONE FAMILY SERVICES DEPARTMENT, SIGNIFICANTLY. THIS 
CONSOUDATION WOULD HAVE SAVH3 MONEY AND REALIZED BETTER 
CONSTITUENT SERVICE BUT AS THE OTHER CONSOUDATION PLANS TOOK 
HOLD AND GENERATED THE SAVINGS NECESSARY TO BALWCE THE BUDGET 
THE POUTICAL WILLTO REORGANIZE GAVE WAY TO TRADITIONAL POLITICAL 
PRESSURES. THE MORAL OF THIS STORY RDR CONGRESS IS SIMPLY PURSUE 
ALL RESTRUCTURING OPTIONS AS PART OF A BALANCED BUDGET PLAN AS IT 
WILL BE EVEN MORE DIFFICULT TO PURSUE THE SAME RESTRUCTURING 
OPTION ON ITS INDIVIDUAL MERITS. 

FROM OUR EXPERIENCE 1 WOULD UKE TO STATE SOME OBSERVATIONS 
AND POTENTIAL RECOMMENDATIONS WITH YOU. 

FIRST, I STRONGLY RECOMMEND THAT THE COAL SHOULD BE TO 
PROVIDE ANY GIVEN SERVICE THROUGH ONE LEVEL OF GOVERNMENT. 
LOCAaY OUR REORGANIZATION PLAN ELIMINATED ANY DUPLICATION OF 
SERVICE BETWEEN COUNTY AGENCIES. THIS ASSURED BETTER 
CONSTITUENT SERVICE BY ONE AGENCY PROVIDING THE SERVICE AND 
ADDITIONALLY QENCRATED SIGNIFICANT SAVINGS ALLOWING OUR COUNTY 
TO EUMINATE THE POTENTIAL 36 MILUON DOLLAR SHORTFALL AND DEUVER A 
BALANCED BUDGET. 

WHILE THIS CONCEPT OF CONSOUDATION MAY SEEM OBVIOUS THE 
FACT REMAINS THAT WE OFTEN PROVIDE TVE SAME SERVICES IN DIFFERENT 
WAYS THROUGH SEVERAL LEVELS OF GOVERNMENT. FOB INSTANCE, WITH 
THE ENVIRONMENT WE FIND FED EPA. IN THIS STATE CAL EPA, AND TO 
IMPLEMENT FEDERAL MANDATES ALMOST AU COUNTIES MAINTAIN SEVERAL 
DEPARTMENTS TO RESPOND TO ENVIRONMENTAL RESPONSIBJUTIES: IN 
HOUSING WE HAVE HUD, CAUFORNIA HAS THE DFPARTMENT OF HOUSING I. 
COMMUNITY DEVELOPMENT AND MOST COUNTIES HAVE HOUSING 
AUTHORITIES AND REDEVELOPMENT AGENCIES; AND IN LAW 4 JUSTICE WE 
HAVE COUNTY JAILS. STATE PRISONS AND FEDERAL PENITENTIARIES. 
NEEDLESS TO SAY I COULD GO ON AND ON . THE POINT IS AT EACH LEVEL WE 
ARE SPENDING MILUONS AT THE LOCAL LEVEL AND BILLIONS AT THE STATE 
AND FEDERAL LEVEL IN ADMINISTRATION COSTS ALONE. WITH THIS IN MIND 
YOUR COMMITTEE SHOULD CONSIDER CREATING A TASK FORCE OH 
RECOMMENDING THE ESTABUSHMENT OF A COMMISSION WITH THE 
RESPONSIBILITY TO ASSESS AND EVALUATE FEDERAL STATE AND LOCAL 
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SERVICES WITW THE GOAL OF lOENTIFYINQ WHICH SERVICES COULD BE 
DELIVERED THROUGH A ‘PRIMARY' PROVIDER WITH THE OTHER 
GOVERNMENTAL SECTORS ASSISTING MERELY IN A SUPPORT ROLE. WE TAI K 
ABOUT “RUNNING GOVERNMENT UKE A BUSINESS.' WELL I CAN GUARANTEE 
IF THIS WAS A PHI VA 1 1 CORPORATION OPERATING A PRIVATE GATED 
COMMUNITY ONE SUBDIVISION OF THE CORPORATION WOULD BE 
RESPONSIBLE FOR ENVIRONMENTAL PROTECTION. ONE FOR JAILING, ONE FOR 
HOUSING, ETC. IN MY OPINION WE SHOULD ATTEMPT TO TO THE SAME THING 
IN THE PUBLIC SECTOR WHENEVER FEASIBLE. UNFORTUNATELY, ALL 
STUDIES WHETHER IT BE THE ASH OOMMISBION AT THE FEDERAL LEVEL OR 
THE UTTLE HOOVER COMMISSION HERE IN CAUFOBNIA HAVE STUDIED 
REORGANIZATION IN THE ABSTRACT WITH THE FOCUS ESSENTIAUV ONLY 
being the level of GOVERNMENT THEY WERE INVOLVED WITH. TO 
PROPERLY ASSESS GOVERNMENTAL REORGANIZATION AND REALIZE THE 
MAXIMUM EFFICIENCIES IT 18 ESSENTIAL AT SOME POINT TO MAKE THE 
ASSESSMENT BY ANALYZING ALL THREE LEVELS OF GOVERNMENT AND HOW 
EACH INTERFACES WITH THE OTHER. 

SECOND. PROVIDE LOCAL GOVERNMENT GREATER FLEXIBILITY IN 
IMPLEMENTING FBOERAL MANDATES. THF SUCCFRS STORY I HAVE 
DESCRIBED IN SANTA BARBARA COUNTY WAS REAUZED SOLELY IN THE 
AREAS OF WHICH WE HAD DISCRETION. WHERE FEDERAL MANDATES 
DICTATED SERVICE LEVELS, EUGIBtlTY REQUIREMENTS AND MOST 
IMPORTANTLY THE PROCESS TO BE APPUED IN PROVIDING TFE SEHVCE, THE 
RESULT WAS AND CONTINUES TO BE ONGOING INEFFICIENCY AND A WASTE 
OF TAXPAYER DOLLARS. 

TO ILLUSTRATE THIS POINT I WIU CONTRAST HOW OUR COUNTY WAS 
ABLE TO RESPOND TO HEALTH CARE AND WELFARE GIVEN THE FEDERAL 
MAND.ATES THAT CURRENTLY EXIST. 

IN THE AREA OF HEALTH CARE THE SERVICE LEVELS OF MEDICAID, OH 
MEDICAL IN CALIFORNIA, WERE MANDATED BUT HOW THE SERVICE WAS 
PROVIDED WAS NOT. CONSEQUENTLY. IN 1980 OUR COUNTY REQUESTED 
STATE LEGISLATION TO ALR-HORIZE THE SANTA BARBARA COUNTY HEALTH 
AUTHORITY WHICH RESULTED IN THE AflOUTION OF THE COUNTY HOSPITALS 
BY ‘CONTRACTING OUT WITH THE PRIVATE SECTOR THE REOUISrTE HEALTH 
CARE SERVICES. THE END RESULT WAS AN ANNUAL COUNTY SAVINGS OF 
TEN MILLION DOLLARS AND A BETTER DEUVERY OF HEALTH CARE SERVICES 
FOR THE INDIGENT POPULATION. WITH THIS IN MIND IT SHOULD BE NOTED 
THAT WHILE PRESIDENT CUNTON AND HIS LOS ANGELES HEALTH CARE 
‘BAILOUT IS TOLHED AS THE BEGINNING OF A MODEL HEALTH CARE DELIVERY 
SYSTEM THROUGH OONTHACTING OIR-, THE MODEL WAS FIRST CREATED IN 
1»80 IN SANTA BARBARA COUNTY. SINCE THAT TIME ADDITIONAL COUNTIFS 
FOLLOWED THIS MODEL APPROACH. UNFORTUNATELY LOS ANGELES 
COUNTY DID NOT. 
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WHAT IS IMPORTANT AS FAR AS THESE PROCEEDINGS ARE CONDERNED 
IS TO KEEP IN MIND THAT SANTA BARBARA COUNTYS APPROACH WAS 
POSSIBLE ONLY BECAUSE THE FEDERAL MANDATE REGARDING MEDICAID DIO 
not MANDATE IN WHAT WAY THE SERVICE WAS TO DE PROVIDED. I CONTRAST 
THIS WITH WELFARE WHERE THE PROCESS IS MANDATED AND CLEARLY 
DIFFERENT RESULTS WERE HEALEEO. 

WITH WELFARE, NOT ONLY ARE ELGIBIUTY AND PAYMENT SCHEDULES 
EXPRESSLY mandated, SO ARE THE PARTICULARS REGARDING HOW THE 
PROGRAM WILL BE ADMINISTERED. WHEN I WANTED TO IMPLEMENT A PLAN 
FOR WORKFARE BEYOND OUR COUNTY'S GENERAL REUB= POPULATION, OUR 
COUNTY WAS STATUTORILY PROHIBITED. WHEN I WANTED TO CHANGE 
ELQIBILITY FORMS AND APPUCATIONS SO ONE, NOT EIGHTEEN, APPUCATIONS 
WOULD BE FILLED OUT TO BE REVIEWED BY ELGIBIUTY WORKERS, WE WERE 
AGAIN STATUTORILY PRECLUDED. THIS UTTER POINT IS SIGNIFICANT 
BECAUSE THE FORMS HAVE TO BE INDIVIDUALLY EVALUATED AND MANUAl I Y 
PROCESSED WHICH MEANS MORE FORMS EQUAL MORE COSTS. THE POINT 
IS WHEN i'.*? COULD HAVE BEEN ENTBEPRENEURIAL. CUT COSTS AND 
HELPED WELFARE RECIPIENTS WE WERE STOPPED DEAD IN OUR TRACKS. 

THOSE WHO SUPPORT THE CURRENT SYSTEM WILL ARGUE WE COULD 

HAVE RECEIVED WAIVERS AND WE COULD HAVE HOWEVER I WOULD 

RESPECTIVELY SUBMIT THAT IT IS NOT PRACTICAL TO EXPECT SUBURBAN 
AND RURAL COUNTIES, AND EVEN MOST URBAN COUNTIES, TO GO THROUGH 
THE EXPERIENCE OF A COUNTY UKE PORTLAND WHICH RECEIVED WAIVEHS 
THROUGH THE PBRSISTENCE OF SENATOR MARK HATFIELD. THE SYSTEM 
SHOULD NOT RELY UPON EVERY COUNTY HAVING A MARK HATFIEU5 TO FIGHT 
FOR WAIVERS. THE SYSTEM SHOULD NOT MAKE "ENTREPRENEURIAL SPIRIT 
THE EXCEPTION BY REQUIRING ‘WAIVERS," IT SHOULD INSTirUTIONALlZE 
FLEXIBILITY BY DESIGNING MINIMUM STANDARDS AND ALLOWING GREATER 
LOCAL CONTROL 

I AM SORRY MY TIME IS UP AS I COULD OBVIOUSLY SPEND HOURS WITH 
THIS SUBJECT. I HAVE PROVIDED YOU ONLY A HANDFUL OF EXAMPLES 
TODAY. HOPEFULLY MY TKTIMONY HAS PROVIDED BOME INSIGHT AS TO THE 
WAYS OR ROADBLOCKS FOR SUCCESS. 

AGAIN I WANT TO COMMEND YOU FOR THE JOB TASK YOUR COMMITTEE 
HAS accepted. I WISH YOU well I WOULD be more than happy TO 
ANSWER ANY QUESTIONS AT THIS TIME. 
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Mr. Clinger. Thank you very much. We understand that you do 
have a plane to catch. If our other two witnesses wouldn’t mind 
holding off for a minute and if we do have some questions for Mr. 
Stoker, we will ask those now. Go ahead. 

Mr. Horn. One brief one, Mr. Chairman. As you know, Rufus 
Miles’ law is where you stand depends on where you sit. Now, you 
sat as chairman and member of the Santa Barbara County Board 
of Supervisors, you’re now sitting as a State official. You might 
have heard my question earlier on the problem of the Federal Grov- 
emment, basically under the Constitution, relating to States, and 
whether the States want to create counties or cities has been up 
to them over the years. 

How would you advise us that we get on top of what level does 
serve as the implementing level? In one State, one could argue that 
some counties might be much more efficient than cities. In that 
same State, they might argue that other counties, the cities are 
more efficient than counties just because of the level of competence 
that has been displayed over the years. 

How do vou advise that happening? Is that a State decision or 
a Federal decision or what? 

Mr. Stoker. Congressman Horn, that’s a great question. What I 
didn’t mention, that were in my comments, unfortunately, all the 
studies we’ve had, whether it’s Ash Commissions, focusing on the 
Federal Government, or Little Hoover Commissions, who have done 
a great job, will focus more in on the State, we need to collectively 
look at all three levels of government at the same time, and the 
Long Beach officials made that same point. 

1 think Confess has to make a decision. Ultimately, we should 
tiy — ^the exercise should be who should be the primary provider. If 
Congress makes a decision to get out of the business and basi- 
cally — and I agree with the concept of revenue sharing and I also 
believe that you can trust government with block grants, local gov- 
ernment or State government. 

But if ConCTess makes the decision to get out of a certain busi- 
ness, then I think it’s probably realistically going to have to be left 
to local government and the State to debate amongst themselves 
how that realignment will take place. But I think the first issue 
and the first threshold question that has to be answered by Con- 
gress is what is their involvement going to be in any given issue. 

And so I think that Congress has to make that question. The 
more that Congress divests, and I think they’re moving in the right 
direction, and allow the local government to make the decision, ul- 
timately, realistically, we can say pass it to the States, but we all 
know what the States are going to do is they’re going to pass it 
down to the local level to administer the plan, as we know what’s 
happened here in California. 

Mr. Horn. See, the problem is just that. You have a huge bu- 
reaucracy in Washington. You have a second huge bureaucracy in 
Sacramento. And we aren’t without a bureaucracy in the county of 
Los Alleles and even the city of Long Beach. 

Mr. ^OKER. Absolutely. 

Mr. Horn. So we can’t look to them to look in some great objec- 
tive way. On the other hand, the political pressures at the local 
level in electing assembly members. State Senators, can have an 
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impact if the local people don’t like what the State government is 
doing. They can change their representation. If they don’t like what 
the county is doing, they can change their representation. If they 
don’t like what the city is doing, they can change their representa- 
tion. 

So how do you see that working out with those competing forces? 

Mr. Stoker. Again, as Washington divests — and we’ve seen it 
here since 1991. Probably a lot of people in this audience know 
what the — ^the word now has become a household word — realign- 
ment in this State in terms of how we’ve realigned between what 
cities and counties in the State have done, and, fortunately, that’s 
the benefit of a democracy is that the special interests — often, 
counties and the cities. League of Cities and CSACS and represent- 
ing counties in the State, found a lot of support with those groups 
to come to our assistance in regards to that alignment issue, in re- 
gards to what a coimty or a city is doing. 

In this State, often, with many of the social services, it will be 
the county. And to, for sake of a better way of describing it, keep 
the lemslature honest, as much as they would have liked to have 
gone farther and done more and taken more money and required 
^e coimties and cities to do more, those special interests were out 
there to block that effort. 

I think that’s something the Congress obviously — the first and 
most important step is getting the Congress to divest that bureauc- 
racy on usually a service that they’re not even administering. They 
have nothing to do with it other than they’ve created the mandate. 
They create the bureaucracy, but then the actual delivery is going 
to be, in some States, by the State or, in some States, by local gov- 
ernment. 

But Congress needs to make that divestiture and then I think 
some of the questions you asked on the earlier panel in regards to 
how you account for — one question — one answer that I didn’t think 
was — that I would be a little bit more direct in is I think you can, 
as you realistically conclude, if it’s a local government providing 
the service, mve the money directly to the local government. 

You talkea to the officials from Long Beach and I think you were 
trying to elicit from them should the State — should they just be 
able — should they be able to take the money, because then they’ll 
take as much as they want out of it. And I, frankly, wouldn’t trust 
the State all that much. If the State wants to take a nominal ad- 
ministrative fee, that’s fine if there’s going to be independent au- 
dits done in terms of what the States^ involvement is on an issue 
and there would be a realistic payment that’s based on their in- 
volvement, that’s fine. But ultimately I think Congress, one, needs 
to divest and, second, I think what needs to happen is whoever is 
really the primary provider of the care is where the funds should 
end. 

The service provider should be the — the money should follow the 
service provider, essentially. 

Mr. Clinger. The gentleman from New Mexico. 

Mr. SCHIFF. Thank you, Mr. Chairman. Mr. Stoker, I just want 
to ask, you went through a list of proposed consolidations and one 
of which — I think this is the one that you said you may have pro- 
posed that was not accepted, and that is putting social services es- 
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sentially in one department, which I think is a very good idea. I 
tiiink it’s better for the government to consolidate and it’s better 
for the citizens to be treated as individuals with individual situa- 
tions and not as just numbers you take off a wall. 

But you mentioned one consolidation that surprised me a little 
bit, and that is a county sheriff being also the fire chief. I say that 
because I respect both professions and I’m wondering isn’t there a 
problem that presumably the individual would have one expertise 
or the other and not both. 

Mr. Stoker. I think what you find. Congressman, is what we 
found. First off, organized labor for both the deputy sheriffs and 
the fire fighters supported it. More and more you’re finding, cer- 
tainly in this State, fire fighters are appointed by boards and sher- 
iffs are elected by the constituents. I^pically, the people that are 
really administering both levels of service, the sheriff or the fire 
chief has become more of an administrator and the person who 
really knows that level of service is usually the deputy sheriff or 
the deputy fire chief. 

I guess when we talk about running government like a business, 
that’s something we — that’s the buzz line we all want to use. If this 
was a private gated community and you were just looking at deliv- 
ery of service and you were looking at cost-benefit analysis, you 
would probably have a public safety department that would run 
both aspects. 

You look at 911 calls, they go into the same phone bank and they 
get dispatched to the same areas. The sheriffs arrive to the fire 
scene. The fire fighters, often with paramedic units, will arrive at 
scenes involving the sheriff. There is that cross-involvement with 
each. 

What we found is essentially we were able to, at a time when all 
the other cities and counties were cutting cops on the street and 
fire fighters on the trucks, we were able to actually increase it and 
what we were able to do as part of this consolidation was basically 
merge the two bureaucracies of the fire department and the sher- 
iffs department and we were able to generate savings by the 

Mr. ScHiFF. You didn’t just keep the same number of bureau- 
cratic positions under one roof. You were able to reduce the total 
number between the two. 

Mr. Stoker. Yes. We were able to eliminate — it was upper man- 
agement that was eliminated, essentially, upper and middle man- 
agement, but not the actual cops on the street or the fire fighters 
in the firehouses. 

Mr. ScHIFF. Good lesson on that. Thank you, Mr. Chairman. 

Mr. Clinger. Thank you. Mr. Stoker, as we’ve gone around the 
country, we’ve heard a number of suggestions and there are sug- 
gestions in Washington of cabinet level departments we can get rid 
of. We’re in the process of attempting to determine how much of 
the Department of Commerce, for example, can be eliminated and 
we’ve had suggestions that the Departments of Housing and Urban 
Development, Energy, Education and Labor can be eliminated, too. 

Agriculture has not been mentioned as one of those. As the newly 
appointed chairman of the California Agriculture Labor Relations 
Board, are there activities that are carried on presently by the Fed- 
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eral Department of Agriculture that could be better performed by 
the State level? 

Amculture is a huge bureaucracy. It’s one of the largest cabinet 
level departments we have, I mean, thousands and thousands of 
people working in there. And I’m reminded of the story about the 
fellow who was found on the steps of the Department of Agri- 
culture, he worked there and was crying, sobbing and carrying on, 
and it seemed to be a great tragedy that had happened to him. And 
they said what’s the problem and he said my farmer died, and it 
was as though each bureaucrat had a farmer for whom he was per- 
sonally responsible. 

But are there any things you think could be done better at the 
State level that are done at the Department of Agriculture? 

Mr. Stoker. Well, now I’d better really qualify myself that I’m 
not speaking on behalf of the ALRB, but from my own individual 
perspective. I think if you look at agriculture, it’s a classic case and 
an exercise potentially on how reorganization potentially could suc- 
cessfully work, because when you Took at aspects of agriculture — 
first off, California, we don’t receive a lot of subsidies out here. 

So when you get rid of — take the Federal subsidies aspect off the 
platter, of which the current Department of Agriculture is a major, 
major — it’s obviously a major role, certainly States like — States 
that a vast amount of their agricultural interests rely on the sub- 
sidies, would probably take a different perspective. 

But in California, you would have environmental issues that ob- 
viously it’s not goin^ to be the Department of Agriculture that’s 
going to have the primary perspective. It’s going to end up being 
the EPA and you start getting into all the other Federal agencies 
that deal with environmental issues. That has a direct impact with 
agriculture that they have a major concern about. 

You have immigration issues, which we addressed, that would be 
dealt with in other departments, I think appropriately, and by po- 
tentially, hopefully by where this Congress is headed in regards to 
dealing with the illegal immiCTation situation. And then I think, 
frankly, I think agriculture — if you were to go to the average farm- 
er, agricultural interest in California, most of where Wa^ington 
can help them is going to be on their policies that affect them in 
regards to trade, whether it’s NAFTA or GATT or policies like that 
or whether it’s the Commerce Department and how they promote 
agricultural commodities overseas. 

That probably has the biggest impact of any. I think if you went 
to most farmers here, they would probably look at the commerce 
aspect of agricultural, of which, you know, I know in your hearings, 
a lot of — one of the areas that people said was the one area that 
commerce should remain was tnat one area, and that’s an area 
that probably should be underscored and I support that. 

Maybe more resources should be given to that function, but that 
function doesn’t justify Department of Commerce. 'Then you look at 
the other areas in commerce, then they should be parked some- 
where else. But as far as agriculture is concerned in California, 
that would probably be the one thing that they’re the most con- 
cerned about. Other than that, they’re going to be looking to the 
State that they deal with directly on their agricultural matters that 
affect their livelihood. 
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Mr. CuNGER. Mr. Stoker, thank you very much. We will release 
you. 

Mr. Stoker. Thank you very much. 

Mr. CUNGER. Thank you for your participation and your excel- 
lent testimony. 

Mr. Stoker. I, again, commend this committee. What you’re 
doing — I really am one of those that believe this is one of the most 
important things that — amongst many important thin|^ that this 
Congress is doing, that it’s a real opportunity and I think we’re in 
great hands and that we’re going to take advantage of this oppor- 
tunity. 'Thank you Mr. Chairman. 

Mr. Horn. Mr. Cnairman, I’d just like to say unlike that civil 
servant sitting on the curb crying, Mr. Stoker did a brilliant job as 
counsel to our subcommittee and I wish you well as you pursue 
State government. It needs help. So did we, and we thank you for 
having served with us. 

Mr. Stoker. It’s only short-term, a sabbatical. I like that private 
sector out there to keep me honest. 

Mr. Clinger. Good. Thank you. Mr. Terzian, please. Thank you 
for your patience. 

Mr. Terzian. Thank you. Mr. Chairman, members of the commit- 
tee, my name is Richard R. Terzian. I am chairman of a commis- 
sion that was created 33 years ago, with the express mandate of 
continuously studying State government and making recommenda- 
tions for reform and reoreanization. 

The Commission on California State Government Organization 
and Economy, commonly known as the Little Hoover Commission, 
has three statutory goals — ^making government programs more ef- 
fective, more efficient and more economical. As a bipartisan body, 
with appointees from both the executive branch and the Legisla- 
ture, the Commission has a solid track record of improving govern- 
ment operations in California. In addition, our reputation for credi- 
bility and thoughtful analysis encourages me to nelieve that some 
of our recent efforts will eventually lead to successful reform in 
those areas, as well. 

Let me briefly describe, first, our process for conducting our hear- 
ings and our reports, before outlining our past successes and future 
hopes. 'The Commission reviews six to eight programs or functions 
of the State each year, conducting public hearings, meeting with 
experts, reviewing all available research materials. We then issue 
well documented and comprehensive reports that propose legisla- 
tive and administrative changes. Finally, we subsequently work 
with legislators and State program managers to modify laws and 
institute needed changes. 

I know your hearing is focused on success stories. I’d like to give 
you a few from each of the three mandates that the Commission 
pursues — economy, efficient and improved service. 

On pure economics, the Commission has advocated reforms that 
have saved the State of California billions of dollars. Such simple 
things as centralizing fleet administration and buying airline tick- 
ets at a standardized competitively bid State rate seem just like 
common sense today. They were innovative reforms when proposed 
by the Commission years ago. The most dramatic dollar savings, 
more than $3 billion in the past decade, have come from forcing 
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hospitals to negotiate rates for Medicaid and medically indigent pa- 
tients, an unheard of departure from normal health care pricing 
when the Commission pushed this reform through in the mid 
1980’s. The Commission has continued to advocate economy in the 
State’s health care pro^ams, leading the push for greater enroll- 
ment of Medicaid recipients in managed care, the form of medical 
care coverage now in use by more than 50 percent of Californians. 

When it comes to efficiency, the Commission has ar^ed persist- 
ently that State government can do its job better and at less cost 
if it coordinates its operations. In other words, the right hand 
should always know what the left hand is doing. Unfortunately, not 
always. The most prominent example in this area is California’s 
oversight of the real property assets it owns, 3,700 square miles 
and some 19,000 buildings. More than 70 departments used to 
manage these assets separately and, in many cases, poorly. Records 
were scattered or nonexistent. In one department, records were 
kept in a shoe box. At the insistence of the Commission, we got leg- 
islation ultimately. The State now has a centralized property in- 
ventory and is taking the necessary steps for comprehensive, pro- 
active management of these important assets. 

Finally, in the area of improved service, the Commission has 
done ground-breaking work in the elder care arena. Under the 
Commission’s leadership in the 1980’s, laws were set into place to 
improve protections for residents of skilled nursing facilities and 
increased the ability of the State to provide oversight. Ombudsmen 
in each county now provide an avenue for complaints and effective 
monitoring. The State has a well delineated system for handling 
complaints and issuing citations. While the Commission believes 
that more work remains to be done, especially in the area of help- 
ing consumers identify nursing homes with high standards and 
good quality care, much has been accomplished in the past decade. 

As we look to the future, the Commission has responded to the 
State’s lagging economy and increasing demands for governmental 
services by focusing on how government itself could become more 
effective and efficient. We have issued two reports and are about 
to issue a third that we hope can be used to change the face of gov- 
ernment and re-engineer how it operates. 

Before closing my comments, let me briefly share the highlights 
of these reports with you. In March 1993, we issued a major report 
on how the State of California purchases about $4 billion worth of 
goods and services annually. The main thrust of the report was 
^at government must throw out the rules and regulations that 
make procurement a time-consuming and costly process and in- 
stead focus on the desirable outcome — obtaining the best value in 
return for taxpayer dollars. In response, the State has begun to 
overhaul its procurement practices, especially in the fast-moving 
high technology field. 

In April of this year, our report on the State’s civil service system 
highlighted the needs for more effective ways to hire, discipline, 
manage, train and encourage workers. The report has been well re- 
ceive by many legislators and we look for a strong effort to imple- 
ment reforms this year. 

In a report we are issuing next week, the Commission encour- 
ages the State to shift to performance-based budgeting. This ap- 
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proach to budgeting links dollar allocations with actual program 
outcomes and allows policymakers to focus on what is being accom- 
plished instead of how many pieces of paper are being processed. 
We believe that such a shift from today’s traditional line item 
budget has the potential for injecting much needed reality into pol- 
icy debates. 

I hope the examples I have described are helpful to the commit- 
tee. I have brought copies of our reports to share with you, which 
I provided the staff. I believe the main message that our Commis- 
sion can leave with you is that assessment and reform should be 
a continuous and ongoing part of government. The success stories 
I’ve told you about from the past do not sound startling or innova- 
tive today, but someone needed to point them out and lead the ef- 
fort to make them happen. A commission such as ours, with its bi- 
partisan membership and independent status, can be a valuable 
asset in driving change and improvement. Again, thank you for in- 
viting me to be part of your hearing. I’d be happy to answer any 
questions. 

Mr. Clinger. Thank you, Mr. Terzian. If you can defer for a mo- 
ment, we’ll ask our final panelist to speak and then we’ll have 
questions for both of you. Please. 

Mr. Silva. Thank you, Mr. Chairman and members. Thank you 
for involving the California Constitution Revision Commission in 
your discussion today. 

What I want to do is highlight a couple of points that the Com- 
mission has been making. Some of them you’ve been hearing 
throughout the morning. They are these. That the State itself 
needs to look at its own governmental structure and do what Con- 
^essman Dreier suggested, as Professor Drucker has stated, that 
it’s time to think again about our governance structure. 

So the Commission is looking at four discreet areas which it was 
asked by the legislature and the Governor to do. It is to look at the 
State’s governance structure, to look at our State’s fiscal system, 
both State and local, to look at the way our K-to-12 structure is or- 
ganized, and to look at the way the State and local relationship has 
both developed over time, where it is now and what change is pos- 
sible. 

Cha^e, as you all know, is a very difficult thing to confront, as 
Louis Carroll said in “Through the Looking Glass.” It is time to 
think, you know, as the walrus said, about many things. It’s very 
difficult to take those who are critical of the status quo and the 
current system and then ask to rethink those things and then to 
look at some new system that has not been experienced. 

So what the Commission is trying to challenge everyone to do is 
to say, well, we have a system that basically originated from the 
Constitution 1879. That’s the last time we did a major overhaul of 
our Constitution. There was a revision that was done in the 1960’s, 
but it was mainly an editorial job. Our Constitution prior to that 
time was one of the third longest in the world. It’s now average to 
State constitutions, because it was edited, in effect, in the 1960’s. 
But we’ve never really looked at our organizational structure. 

So I want to highlight a couple of those issues and then talk spe- 
cifically about the State-local relationship, which is an issue that 
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you all are beginning or are confronting, which I think is a very 
important thing that we’re all doing at the same time. 

With respect to State governance, we have 12 elected officials in 
the State. There are four that are elected by districts. The rest of 
them are elected Statewide. One of them, the State Board of 
Equalization, was created in a different time to answer a different 
problem, in 1879. We’re suggesting that we are one of the last two 
States that has an elected tax administration board. We’re saying 
that really ought to be appointed, that there ought to be a board 
for quasi-judicial issues in the field. It ought not to be an elected 
board. 

We’re suggesting that we have three other Statewide elected offi- 
cials who basically serve administrative duties and what the people 
ought to do is to be asked to elect those State officers who have 
check-and-balance functions, checks against the executive exercise 
of power. So we’re suggesting that we Took at our governance struc- 
ture. Secondary, we’re also suggesting we look at the legislative 
structure. 

We’ve had a two-house system, as you all know, as all but one 
State has in the State. Our legislature happens to be the smallest 
on a per capita basis. We’re the largest State, smallest legislature. 
We have 120 members. We have a State Senate that has 40 mem- 
bers. They represent 800,000 people. The assembly, twice the num- 
ber, represents 400,000 people. 

We’re suggesting that we ought to consider going to a unicameral 
system, where members of the legislature would represent 250,000 
people. Now, there are a series of checks and balance issues that 
we’re going to — the Commission will be discussing, because as Jef- 
ferson warned us, there is a bit of— several issues about 
unicameralism which even the founders discussed. We’re suggest- 
ing to go back and discuss that issue again. 

The third area in governance is to re-look at the initiative proc- 
ess, which the progressives brought us in 1911. This State has the 
most restrictive initiative process in the country. Of the States that 
have it, there is virtually no role for the legislature or, I would 
argue, the body politic generally to discuss initiative measures 
brought to the people by particular individuals or interests. 

'There was a time when the initiative process operated as a re- 
lease valve. It was created as a release valve in the beginning. By 
the late 1960’s, it was no longer simply a release valve on interest 
captured legislature as it was — as was its original objective. So 
we’re suggesting that we look at that issue, as well. 

On the Dudgetary issue, as you heard a moment ago, what we’re 
all now looking — re-looking at how we make our fiscal choices. 
There ought to be a strategic element in the State’s budgeting sys- 
tem. It ought to understand what both its responsibilities are and 
local responsibilities. It ought to be based on performance, a novel 
idea. But if you talk to budget majors about it, they go, oh, gee, 
but our particular system doesn’t will itself to having standards 
and observations and evaluations done. 

Our good friends at the Little Hoover Commission have been at 
this for some years. 'That ought to know that this is not the first 
time that the Commission, the Little Hoover Commission has sug- 
gested that there ought to be standards of performance. 
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We are suggesting that there be a constitutional element of budg- 
eting. We’re also recommending that the State itself be required to 
adopt a balanced budget. Now, it is mythical that States, on their 
own, are required to adopt a balanced budget. Frankly, I don’t be- 
lieve, although some of their constitutions provide for it, I don’t 
know that there is one that actually has an underlying constitu- 
tional and enforceable obligation to adopt a balanced budget. Cali- 
fornia does not now and has never had. 

WTien the State gets into trouble, the State does one of two 
things — decreases spending, raises taxes, sometimes increases 
spending and borrows money. We’re suggesting that that system 
end. 

Finally, we have a right to the local government issue. The State 
has got to redo its State-to-local relationship. We started at the 
turn of the century with a system that was basically locally based. 
That is to say local agencies formed, as cities and special districts 
formed. Counties have been agents of the State. That system of 
agency relationship between the State level and counties was 
placed in the Constitution in 1849, in the first Constitution. It was 
not — it was reviewed, to some extent, in the 1879 Constitution, but 
basically left alone and time has passed and now is the time to 
evaluate that. 

There are two elements: One is we’re suggesting, as you all 
know, in this discussion about mandates, is that we change that re- 
lationship to the extent that the State sets a standard, has an out- 
come, that it ought to be responsible for the financing of that. The 
second is that there ought to be an ongoing mechanism for the es- 
tablishment of those relationships between the State and local gov- 
ernments. 

We look very hard at the State’s underlying responsibility under 
the 10th amendment, that, the State and sub-state organization is- 
sues are reserved to the State. So we’re taking on that very, very 
seriously. This is a preliminary recommendation. You all have a 
copy of it. For the folks in the audience, there are copies out at the 
front desk. 

We’re hoping that through the rest of this year, through our pub- 
lic hearings that we’re going to start on October 24th, we’ll get this 
dialog going about governance and fiscal policies. So thank you 
very much for your time. 

Mr. Clinger. It’s very exciting. Thank you very much, Mr. Silva. 
Congressman Horn. 

Mr. Horn. Thank you very much, Mr. Chairman. You’ve both 
made a great contribution to this hearing and we look forward to 
reading the reports that your groups have prepared. 

I guess one of the things that concerns me, now just speaking as 
a citizen of California, I take it some of the implications of the lat- 
ter part of your comments is that you will redo the county lines. 
Is that correct or am I misinterpreting you? 

Mr. Silva. I don’t believe that the Commission itself will go into 
redraw county boundaries. What we’re going to propose is that 
there be a new authority at the local level to organize or reorga- 
nize. We have 7,000 units of local government in the State, 58 
counties, approximately 482 cities, about 5,000 independent special 
districts, 1,000 school districts, plus community college districts. 
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We’re suggesting that as — as you know, the last county that was 
organized in California was in 1911, in Imperial County. We 
haven’t had a new one since. Some of our county boundaries don’t 
make sense, but those ought to be decisions that are made locally. 

One of the things the Commission discovered is that you can’t, 
at the State level, do what would be the easiest thing, and that is 
to simply draw a governmental model and to say here are the coim- 
ty boundaries and here are the county responsibilities and here are 
the municipal responsibilities and that’s that. 

We discovered that if we did that that we’d be wrong throughout 
the State. So the objective here is to create a new charter system, 
which we call community charters, where you would, in fact, lo- 
cally, in an urban or non-urban area, would be able to redraw those 
boundaries, assi^ responsibilities, have taxing power within those 
charters. So thelong answer to your question is we’re not going to 
do it, but we think, to the extent it should be done, we want to 
grant power to do it. 

Mr. Horn. I just would worry and I think citizens would if the 
smaller counties, smaller cities, and I have a number of smaller 
cities in the 38th Congressional District, were going to be absorbed 
by the bigger entities. I think you’re going to have trouble passing 
that initiative. 

Mr. Silva. Absolutely. 

Mr. Horn. I think you’re on the right track when you get rid of 
a number of State officials that we do not need to have elected 
Statewide, such as the Secretary of State, simply an administrative 
function and that ought to be appointed and part of perhaps the 
Governor’s office or whatever and we hold the Governor account- 
able. This is a matter of placing accountability. 

Too many of these are spending too much money to get elected 
to Statewide office for really insignificant jobs compared to the av- 
erage cabinet officer in any Governor’s administration. Obviously, 
I think you’re going to have trouble on a unicameral legislature, 
but thats a later discussion. 

But I think you are on the right track to get rid of a number of 
these administrative offices, that there’s no way that people can 
hold them accountable and there’s no way that you can have real 
competition unless a millionaire throws his hat or her hat in the 
ring, and I think that’s a silly way to do the people’s business. 

Mr. Clinger. Thank you, gentlemen. One of the things that the 
Committee on Government Reform and Oversight has been work- 
ing on for some time now is ways to improve the way the Federal 
Government buys goods and services. We have very good data that 
suggests the Federal Government pays about 20 percent more than 
we should for just about everything that we buy, whether it’s goods 
or services. If we’re looking for ways in which we can reduce the 
deficit, hold down Federal spending, it seemed to many of us that 
one way to do that would be to dramatically reform the way we buy 

f ;oods and services, get rid of a lot of the arcane procurement regu- 
ations we have, the horror stories of $500 hammers and various 
other outrageous examples of where the Federal Government has, 
by trying to be over-protective and being too concerned about ac- 
countability, actually ended up costing taxpayers a lot more than 
we should. 
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Mr. Terzian, this would be addressed to you. Has the Little Hoo- 
ver Commission looked at this problem as it regards the State situ- 
ation in terms of how the procurement system works in this State 
and have you had any suggestions or recommendations as to re- 
form in that area? 

Mr. Terzian. We’ve looked at it on several occasions. I say the 
thrust of the suggestions that we have made to change the system 
is to allow mor^exibility in the hands of the program managers. 
Allow program managers, the people who actually have the respon- 
sibility for providing the service on the bottom line to be able to 
go out into the pubfic — into the private sector and purchase what- 
ever is necessary in the commercial — that’s available commercially 
at the most effective price. 

We saw a dramatic illustration here in California a couple of 
years ago of what can be done. A portion of the Santa Monica Free- 
way collapsed during the January 1994 earthquake and the Gov- 
ernor exercised his power to have it repaired on an emergency 
basis, waived the usual regulations, the usual studies that have to 
be made, the usual bids that have to be put out, and insisted that 
it be done immediately and provided a bonus. 

Well, that freeway was repaired in less than 4 months, which 
was a miracle. It’s an absolute miracle. And although it probably 
cost — it may have cost the State a bit more to get it done that 
quickly, it saved far more than that in lost work time. By contrast, 
we have freeways in the San Francisco Bay area that are still 
under repair or repairs have not even been started, from the Loma 
Prieto earthquake that occurred 5 years ago. So that’s what can be 
done if you allow managers flexibility and you empower them and 
you trust them. 

Mr. Clinger. Yes. That was a remarkable achievement, I think, 
and does stand as a marvelous example of what you can do if you 

f et rid of over-regulation, which has stultified the whole process. 

know we did a study of waste water treatment systems, which 
the Federal Government used to be heavily involved in financing, 
not so much anymore, but if a project was done it was done under 
Federal guidelines. Federal reflations. Federal control, the aver- 
age time for an inception of the project to the completion of the 
project was about 13 years. 

If you went into the private bond market to do this and didn’t 
mess around with Uncle Sam, it could be done in 3 years. So we 
have added incredible layers of bureaucracy to the processes. 

One other question that I wonder if you both might speculate on. 
Obviously, the overall effort that we’re pursuing here is how we 
can redefine this Federal-State-local relationship and make it more 
partner-like rather than guardian or ward. One of the concerns ex- 
pressed by those who feel that this is a misguided effort is that you 
can’t really trust State and local governments to maintain stand- 
ards in such areas as environmental protection, labor rights, and 
health concerns. That in devolving things back to the local govern- 
ment, we run the risk of severe defadation of things where there 
have been Federal standards established. I think we have to be 
concerned about it. I keep coming back to the need that where Fed- 
eral money is involved, there has to be accountability and there has 
to be some sort of standard. 
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How do we ensure that we maintain the standards that we have 
established and which I think the population agrees with and, at 
the same time, give States more flexibility in how to do that? Ei- 
ther one of you might speculate on that. 

Mr. Terzian. Well, I’ll just start. First of all, I think there obvi- 
ously has to be at least a minimal accountability for the money 
that is sent to the States. For example, you don’t want to send 
money that’s intended to be used for hospitals and have the States 
be able to apply it to highway construction. 

But when you get beyond that basic accountability, that basic 
program purpose, I think it is a severe mistake for the Federal 
Government to do what it does now and that is in detail, in excru- 
ciating, exquisite detail, exactly how that money ought to be spent 
right down to the last penny on right down to the last minimal 
project. 

Mr. Clinger. You’re suggesting that you could have Federal 
standards, but provide local flexibility on how to meet those stand- 
ards. 

Mr. 'Terzian. And when you say that people in Washington don’t 
trust the States or there’s an idea among some people in Washing- 
ton that they don’t trust the States to meet standards, that’s really 
saying that they don’t trust the people of those respective States 
to m^e sure that the standards are not kept up, and I thoroughly 
disagree with that. 

I think the people of California or Pennsylvania or New Mexico 
or any other State are very concerned about their environment, 
they’re concerned about labor standards, they’re concerned about 
evenlihing that the people in Washington are concerned about. I 
think it ought to be up to them to determine to what level those 
standards are to be kept, how important they are. 

People in one State may feel very differently or somewhat dif- 
ferently as to what environmental standards are necessary or what 
the standards for protection of labor or any other issue. 

Mr. Clinger. Vice President Gore, when he talks about over-reg- 
ulation, points to the 23 pages of Federal regulations that deter- 
mine the specifications for federally purchased ashtrays. There’s 
literally 23 pages of regulation. And if smoking is so bad for us, 
why are we buying ashtrays at all? 

Mr. Terzian. Its an old problem. It’s an attempt to impose per- 
fection from on high and it never works. The ultimate bad example 
of that was the old Soviet Union. It failed miserably there. To a far 
lesser extent, we have tried to do that here and it’s not working 
very well. 

Mr. CuNGER. I think that people — obviously, if I live in an area. 
I’m going to be darned sure that the air and the water are going 
to be clean, more than some bureaucrat in Washington is going to 
be concerned about that. I’m going to have real concerns about the 
environment that I am going to be 

Mr. 'Terzian. Or your idea of how clean it ought to be may be 
very different than the idea of someone who lives 500 or 2,000 
miles away. 

Mr. Clinger. Right. Well, gentlemen, we thank you, again, very 
much for participating. It’s been very enlightening and your testi- 
mony was very provocative and challenging. Thank you. 



539 


Mr. Terzian. Thank you for inviting us. 

Mr. Clinger. Now, Congressman Horn has some people that he 
would like to introduce and, I gather, who might want to say a 
word or two to us. 

Mr. Horn. Thank you, Mr. Chairman. I would like to introduce 
several local government officials who are here and ask them if 
they would like to say a few words. We have sort of the 1-minute 
period coming up and we’ll be glad to give them maybe a minute- 
and-a-half, as local government officials that have been tested by 
the voters. 

Let me start with the former mayor of the city of Long Beach, 
a long-time city councilman, almost approaching three decades of 
service on the Long Beach City Council, an active leader, former 
president of the California League of Cities and an active leader in 
the National League of Cities, the Honorable Thomas Clark. Would 
you like to say a few words? Since you sit in that seat, I think, as 
I remember. 

Mr. Clark. I sit in the seat next to 

Mr. Horn. Fourth district. 

Mr. Clark. Fourth district. It’s a real pleasure to be here and it’s 
certainly of interest to me to see what’s occurring. I think it’s long 
overdue to have a revision of this relationship. We’re looking at the 
State level, as far as the Constitution Revision Committee, and I’m 
very happy to see Fred Silva here. 

We’ve been working with them and we’re working also with the 
Federal Government. We get a little concerned when we hear from 
the Federal Government that you’re a lot smarter on the local level 
because sometimes that means that we may get the bank, not as 
much as we’d like, but we get the obligation. So the only thing I 
would say is that we feel we do have the capability on the local 
government, but if we’re going to get that responsibility, we need 
the resources. That’s the only thing I would — because I think we’ve 
been working with you and I think that we’d like to have those re- 
sources at the local level because we think that we’re here, we hear 
people and we’re right at home and it’s easier and more access to 
us. 

I certainly appreciate you being here, appreciate Congressman 
Horn, who is a long-time friend and has done an excellent job in 
our community and I’m sure he had something to do with bringing 
vou here today. We appreciate having you and we hope you come 
back soon and we’re looking forward to some good results. 

Thank you, again, Steve. 

Mr. Horn. Thank you very much, sir. I would just reemphasize 
the fact that we have passed an unfunded mandates law, which we 
hope is going to alleviate some of the problems you alluded to. 

Mr. Clark. We appreciate that. 

Mr. Horn. The next gentleman I’d like to recognize is the gen- 
tleman elected to the State assembly, in his first term, from this 
area, also a former local official, and we will have another present 
local official from his area, the Palos Verdes area of the southern 
Los Angeles County, Mr. Steve Kuykendall. 

Mr. Kxjykendall. Good afternoon. I can appreciate your task 

somewhat because I sit on the local government committee and the 
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State legislature and some of these same questions, as with Mr. 
Silva’s comments, we’re beginning to hear those ourselves. 

I had just a couple of things that I wanted, I think, to me, that 
are kind of macro issues that you might want to keep in mind. 
From the State’s perspective, I can certainly say we aren’t going to 
be concerned if you want to make Federal Grovernment smaller. 
That won’t bother us. There’s a lot of things that we have to do at 
the State level that are driven by what is told to us by the Federal 
Government, and I think sometimes the Federal Government has 
not done a good job of defining when it stops being necessary for 
the national level of government to be involved in it. 

And if you need to err, err on the side of cutting too much and 
we’ll scream about it later, I think. That would just be a good 
thought process to follow. [Applause.] 

I frequently find that same thing happening at the State level 
and what I sense you will hear, if you don’t already have heard it, 
local officials are going to find themselves being placed in much 
tougher decisionmaJcing positions than they have been in the past, 
because frequently they’ve had cover from State and Federal level. 

I think all of us, I, coming from local government, as well, want 
to see local control resume its preeminent position in how we deal 
with most of government’s activities. 

And that will cause our local officials to deal with issues that 
right now they can say it’s somebody else’s problem. I want local 
officials to be aware of that, as well, because we may put some 
tough decisions on their shoulders that won’t be fun to make and 
I tmnk that’s something we’ll see in the future. 

Another type of macro issue I think is important is we live in one 
of the most technologically advanced countries in the world, if not 
the most technologically advanced. I don’t think government is any- 
where at all close to utilizing anywhere near the kind of capability 
we have that the private sector thinks is routine. If we’re operating 
in the 1970’s level technology, I would be shocked, in many cases, 
and we’re now doing things for the year 2000. 

It’s time for the government at all levels to realize there is noth- 
ing wrong with using high technology techniques to transmit infor- 
mation to your constituency or to get information from your con- 
stituents, whether it’s an E-Mail system that I’ve got in the State 
legislature. I don’t know if you all have it at the Federal level or 
not, or something as simple as having a page on the internet that 
people can call up and see what you’re doing. 

I think with that thov^ht process, that technol^ gives the 
power of much more rapid communication from different levels, 
that you can, I think, with some degree of certainty, look at if there 
is a Federal program, for instance, that needs to be administered 
by the Federal Government, following along Mr. Taboada’s com- 
ments and others, we’ve got plenty of technology. If you want to 
make it go straight to the person wno is going to deliver it, you can 
track that, liiats not a problem, tracking it. 

There was a time in our history when it was necessary to have 
States and then to have subdivisions within States in order to have 
a flow of information. Technology has overridden that and we now 
need to take advantage of that growth in technology, and I think 
that’s an area where Federal programs that may need to have local 
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delivery system, and I’m struggling to find one right now that I can 
give you an example of, would certainly be an area you could look 
at using technology to replace layers and layers of flowing through 
of money to the State and the State to the county and the county 
to the local government in order to get something delivered to a 
guy on a street corner here on Ocean Boulevard in Long Beach. 

So I would encourage you on those areas and those are broad 
type of areas, but I think if you keep, from my perspective, those 
types of parameters in mind, reducing your size in general is going 
to be good and maintaining the fact that I’m going to put more em- 
phasis on local, local to you all meaning the State and, in turn, us 
to the local governments, more pressure on them to make sound 
decisions, but also they’re going to be more accountable. 

And the voters and the people who I am here to represent and 
you all are, too, will feel like they can hold us accountable for what 
we’re there doing. Right now they don’t. You tax them and I tax 
them and local guys tax them and then I deliver one service and 
you deliver another, local government delivers another, and that is 
just a mishmash and that has to get cleared up. 

Thank you very much. 

Mr. Clinger. Thank you very much. I think those were very 
thoughtful comments and we appreciate that. [Applause.] 

I would say that I’ve heard from some local elected officials who 
are a little nervous about having things devolve back to them be- 
cause, as you pointed out, theyre going to have to show a little 
more courage now and that’s going to be important. But I think 
that it’s going to restore that effort, will restore more confidence in 
government because people will really feel that their voice means 
something, that they can impact what’s going on, and that’s going 
to be very important. 

The other thing I would suggest is in terms of technology, there 
is no question that we are under-utilizing what the private sector 
has been much more aggressive in utilizing. One example of that 
is we estimate there’s about $26 billion worth of waste, fraud and 
abuse in the Medicare system, which is being ripped off routinely 
all over the coimtry, and largely because the same bad guys keep 
getting back into tne system. We don’t have an effective computer 
way to track these people to ensure that people, once they are bad 
caps and are determined to be such, never get back into the sys- 
tem. 

There are myriad examples where we would really be able to do 
a much better job more efficiently with better technology. So I 
couldn’t agree with you more. 

Mr. Horn. I’m sure it was music to the chairman’s ears when he 
heard the State was pursuing simplified procurement procedures, 
since he’s the lead author on the congressional bill to do just that. 
You’re in your third reform, I believe, of procurement. 

Let me just, before introducing the next local official, note that 
the field representative, Jim Deere, for State Senator Ralph Dills, 
was here and had to leave for another meeting. Senator Dills is a 
lone-time public servant in this area. In 1949, as a young member 
of tne assembly, he introduced the legislation that authorized what 
became California State University at Long Beach. He has now 
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served a number of terms as State Senator and is one of two or 
three State Senators that impact the 38th Congressional District. 

Next, I would like to introduce a sitting councilwoman of Rancho 
Palos Verdes and I think, Susan, you’ve been former mayor, too, 
haven’t you, there, of Rancho Palos Verdes, Susan Brooks. Please 
join us. 

Ms. Brooks. Thank you, gentlemen. Thank you, Congressman 
Horn. If anybody knows the impact that unfunded mandates have 
on local governments, I would think that Congressman Horn is in 
the great position to understand that. 

Thank you for being in the vanguard of revolutionizing this Con- 
gress, gentlemen. This is clearly a government that has been out 
of control and you are taking very strident steps. We admire this. 

I almost joined you in the 104th Congress. Unfortunately, we 
learned that you no longer need to come from Chicago in order to 
vote early and often from the grave. You can actually come to beau- 
tiful California. But we do urge you to look seriously at that motor 
voter law because it is going to affect nationwide in the same way. 

As a local elected official in our city of Rancho Palos Verdes, I 
would like to let you know that we did something that we would 
hope the Federal Government would put more faith in local govern- 
ments to be able to do. We are a population of 42,000. In 1993, we 
had a general operating fund budget of $9 million. We were $2 mil- 
lion in the red. Within 2 years, we were able to put ourselves $2 
million in the black and the way we did it was a very common 
sense way. We cut bureaucracy by 25 percent. We cut our budget 
by 20 percent and we privatized our services in parks and recre- 
ations and wherever necessary. 

In fact, the Reason Foundation, a libertarian think tank, identi- 
fied us as — gave us accolades as a model city for good governance 
in the city of Rancho Palos Verdes. The effects of the redundancy 
on the Federal and the local level can be made known in such ac- 
tivities as my position on the Sanitation District Board here locally 
in Los Angeles County. For example, the EPA has certain require- 
ments about the amount of particulate you can put out into the 
ocean. 

Well, we have a governing board here, which is, I would think, 
far more restrictive, that’s called the AQMD. Now, when we have 
to take our orders from both the AQMD and the EPA, not only is 
it redundant, but it becomes ironic because they tend to actually 
contradict themselves. I am a councilwoman in Palos Verdes. A few 
miles off the coast of our beautiful peninsula lie several inches of 
DDT. This DDT has been the subject of a long-time lawsuit with 
Montrose Chemical Co. This DDT is sitting out there and EPA is 
telling us that we have to eliminate the particulate from the water. 
Well, the AQMD knows that if we don’t — if we do eliminate those 
particulate from the water, we no longer have the sedimentation 
that we need in order to cover up that DDT until we can figure out 
just what to do with it. 

So we have got to eliminate this, because what we have here is 
a Federal Glovernment that is superseding the local governments, 
who know best what to do with their problems. They are not going 
to feel the effects, whatever they may be, of DDT if they were not 
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in this area. So that’s just one example of how it is we need to con- 
tain these problems in the local arena. 

I would also say that as a former school teacher of 13 years, that 
the Department of Education is certainly another one of those 
redundancies that is an example of a government run amuck, I 
would say. Yes, I do support the Head Start program and I do, like 
ConCTessman Horn, support the Head Start program, know that we 
need to maintain a certain level of services. Nevertheless, the locals 
best know how to educate their children. 

I would say, as a city council member, one of the things we are 
the most afraid of — Steve Kuykendall, my former collea^e, men- 
tioned this and Chairman Clinger, you very adeptly pointed this 
out. We are very worried that everything is going to ne taken away 
from us. Now, if eveiwthing is going to be taken away from us, 
what we need to be able to do is assess our residents locally, but 
we need to know that we’re going to be getting reimbursements 
from the Federal Government. We want to know that the Federal 
Government, when it’s taking its hands off, is taking its money out 
of our pockets, it’s not taking its money out of our pockets, it’s put- 
tii^ money back into our po^ets. 

^ while we can help the people to see the accountability of 
where their tax dollar goes, we are hoping that through this 
downsizing, the Federal Government will eventually return that 
money to the taxpayer. 

Finally, as we move into an era of voluntarism with the dissolu- 
tion of the welfare state, the dependency that people have been 
forced to be put under in the past 40 years, we’re going to see vol- 
untarism is going to be a much larger factor in our society and we 
would like to see that rewarded in a variety of ways. 

Some people say Tip O’Neill said this. I have also heard that 
Winston Churchill has said this, but we both have heard that all 
politics is local and this certainly, I do believe, proves that. Evelyn 
McVale, I’m sure you all know her, she also said that all politics 
is personal, and everyone here is personally affected by what you 
are doing. 

So we thank you for taking the time to do this. I just hope that 
our comments are going to be useful to you. Thank you for giving 
me this time. 

Mr. Clinger. Thank you. 

Mr. Horn. I’d just say, Mr. Chairman, if there’s another elected 
local official that I haven’t recognized, please stand up. There are 
also a number of students here, we’re glad to see. Now, I think it’s 
your turn. 

Mr. Clinger. Now we go to what is a very useful part of this 
program, and that is to hear from you all, and the fairest way to 
do that is by lottery. I think you all were asked to get a ticket or 
something when you came in and we’re going to go for about 30 
minutes with taking your questions and comments. We would ask 
you to try to keep them brief, if you can, and ask you also to state 
your name and, if you are affiliated with any organization, let us 
know that, as well. I’m going to ask the vice chairman here to take 
over for a few minutes and fll be right back. 

Mr. ScHiFF [presiding.] It’s sort of like a lottery, if you’ll pardon 
the expression. Just consider it the fairest way to do it. I believe 
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they’re available and being passed out now. All right. With the 
tickets I have, let me get started here. 

I’m going to use the last four numbers, 6186. While the speaker 
is coming up, let me take a brief word here to say that if you’ve 
never seen a congressional hearing before, our coming and going 
may be a little bit disconcerting. But what I want all of you to 
know is the most important part of a hearing is the fact that every- 
thing we are saying back and forth is part of the hearing record 
and, in due course, it will be printed and made available to every 
Member of Congress. So that’s what we are really concentrating on 
in terms of collecting this testimony. 

Sir, if you’d be kind enough to identify yourself 

Mr. Eisenhower. My name is Steve Eisenhower. 

Mr. SCHIFF. You don’t have to be, but are you with 

Mr. Eisenhower. No organization. I live here in Long Beach. 

Mr. ScHiFF. That’s fine. 

Mr. Eisenhower. And certainly didn’t plan on being the first one 
to speak. I just had a couple of observations. I certainly agree with 
using all the current technology that’s available, simplified procure- 
ment and so on. The gentleman who suggested to put the money 
to the local level I think is absolutely right. I think it’s an immoral 
presumption to say, from on high, whatever level that is, that we 
know what to do and you’re too stupid or too greedy or too what- 
ever adjective you may want to use to be able to govern yourselves. 

We ultimately are the ones that have to live with a decision and 
if we aren’t going to be responsible enough to participate, then I 
guess we deserve what we end up with. A good example might be 
the current jury process is a good example. If we’re unhappy with 
the quality of deliberation, and yet we refuse to participate in the 
jury system and continue to opt out, we get that level of quality. 
So we have to participate. If we make some bad judgments or just 
let things happen, then maybe it will force us to get involved. 

So that’s basically it. Thank you. 

Mr. SCHiFF. And we thank you for participating. 'The last four 
numbers 6201. Do we have anyone with 6201? Right there. 

Mr. Rosy. Roger Rosy, I’m with the libertarian party. A few 
years ago, the Grace Commission completed a report, a massive 
study on government operations. They recommended several hun- 
dred billion dollars in cuts that could be made without affecting the 
basic government services that people rely on. Congress accepted 
the report, said thank you, and then shelves it. 

There is no reason why Congress, especially this Congress, which 
has promised to do basically that same thing, start reorganizing 
government, couldn’t implement these cuts right now. These were 
Basically subsidies, corporate welfare and waste. They could be im- 
plemented. 

One glaring example is government subsidies to the arts and hu- 
manities. The National Endowment for the Arts, the National En- 
dowment for the Humanities. Basically, this is taking money from 
taxpayers, subsidizing art that these taxpayers have not individ- 
ually decided to patronize. There is no reason that individuals can’t 
patronize arts and humanities on an individual level, make their 
own choices, rather than having government make the choices for 
them. 
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The Grace Commission did a terrific job in identifying cuts that 
could have been made, several hundred billion dollars, enough to 
balance the budget and start paying off the massive debt that Con- 
gress owes the country. Thank you. 

Mr. SCHIFF. Thank you, sir. Last four numbers 6315. I don’t see 
anyone answering to that. 63 14. 

Mr. Hughes. 6314. It sounds like a touch of big brother. My 
name is Roger Hughes and I’m a resident of Orange County, a 
teacher at Garr Hi^ School in Cerritas, which is, of course, in this 
area, a member of the California Republican League, former chap- 
ter president in Orange County. I speak as a fiscally conservative 
voter, 1 of the 19 percent across the country who voted for Ross 
Perot because he had, in my opinion, the correct view of how to try 
to deal with the badly unbalanced budget, which, of course, would 
also necessitate some structural chang:es, as well. 

I’m a member of the Citizens .gainst Government Waste, one 
who has looked through an analysis of the W.R. Grace Commission 
report, and I think that if every citizen would take a few minutes 
to take a look at even that rather outdated report, even in 1995, 
they would be as upset as I still am and others who also are mem- 
bers ofCAGW. 

As a teacher of American government and American history and 
one who has been in the classroom for more than 27 years. I’ve had 
to answer the question of students — why is it that the citizens of 
Cerritas and Artesia, where I draw students from into my class- 
room, why is it that citizens of the Long Beach-San Gabriel Valley 
area do not have two U.S. Senators as the citizens of North Dakota 
or South Dakota or Montana do have and how unequal and unfair 
it is for our votes in California to go just for two Senators, when 
those votes cast in those States are so much more powerful, so 
much more meaningful? 

And in the students’ view, the need of a new constitutional con- 
vention, to change the U.S. Senate so it, too, like the House, is rep- 
resented on the basis of population and now the invalid nature of 
allowing States two Senators, when the proportion or the number 
of population is so badly out of kilter and the effectiveness and im- 
pact of a vote in California for the office of U.S. Senator is so much 
less than it is for a voter in those States. 

I’ve got to tell you that 

Mr. ScHiFF. I have to ask if you can conclude now, sir, because 
we want to get to as many people as we can. I don’t want to be 
too limiting. 

Mr. Hughes. One last point, quickly. The other question that 
students oflen have is why is it that the Government of the United 
States is continued to be located in the District of Columbia? It, 
too, should be moved so that it’s more easily accessible by all citi- 
zens going into the 21st century. 

Thank you very much for the opportunity and I hope that, al- 
though I can’t defend the issues and points raised, that they are 
put on the public agenda for the 21st century. Thank you. 

Mr. ScHiFF. Thank you for that. Last four numbers, 6309. I don’t 
see anyone coming up. 6179. While the gentleman is coming up, I 
want to say that last proposal about moving the capitol west gets 
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an amen from the westerners, but I don’t know if our chairman 
from Pennsylvania, would necessarily eo along with that. 

Mr. Valentine. My name is John Valentine. I live here in Long 
Beach. I’ve lived in Los Angeles County since 1953. The committee 
has mentioned cynicism and the committee has also mentioned 
that you can change your representation if you want to. 

I wish the committee would add to its agenda the problem of ger- 
lymandering. In California, we now have all of our Representative 
districts and our State Senator districts have been set on the basis 
that the only consideration is the geographical unity of the district, 
that the district is the place where people trade and live, and you 
do not consider party representation. 

I think that all the States should have that situation so that 
when elect Congressman Horn, he represents all of Long Beach 
and the contiguous communities. If you had held this hearing 10 
years ago, you would have had two congressional districts, one 
intertwined with the other and the city of Long Beach would have 
been represented by Dana Rohrabacher and — I’ve forgotten his 
name — and Mr. Anderson. 

The reason we have proper representation districts in the State 
of California now is that the reapportionment set in 1991 was ve- 
toed by the Governor, which turned it over to the Supreme Court 
and the Supreme Court set the boundaries of the districts and it 
did not pay any attention to party registration. That gives us dis- 
tricts that are contiguous, that represent where we live, where we 
have our problems, where we trade, where we go to school and go 
to church, and it does not divide us along any lines, cultural, racial 
or any other. 

That is very important because we must all be Americans first 
and whatever else we want to call ourselves, make that second. 
Thank you very much. 

Mr. ScHIFF. Thank you very much. Before calling the next num- 
ber, I just want to say that for historical reasons that I can’t enu- 
merate right now, maybe you can, Steve, Congress did pass that 
authority to the States and the drawing of congressional districts 
is not done by Congress. It is done by your State legislature and 
by your Governor, who, of course, are all elected within your State. 

Going to the next four numbers. No. 6179, or is that what I 
just — I just did that one. No. 6190. 'The suggestion was made to 
call another number so, it’s a big hall, the next person can come 
down. 6187 is the next number I have. If that person could join us 
down here, thank you. Yes, sir. If you could state your name and 
any affiliation. 

Mr. Guarneri. Yes, sir. My name is Rodney Guarneri, spelled G- 
u-a-r-n-e-r-i. I’m with GOPAC. I’ve been following the Contract 
with America and the reforms that have been suggested, that are 
being debated and being scrutinized presently. 

Mr. SCHiFF. Excuse me. I’m soriy, don’t mean to interrupt. I’d in- 
vite the next speaker to just have a seat down here, sir, just down 
this way in the front row, if you would, would appreciate it. Go 
ahead sir. 

Mr. Guarneri. 'The message that I have for the legslature, the 
Congress, which Fm very thankful for the job that they’re doing, 
the Doldness that they have, that obviously there are going to be 
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people that are going to be upset when things are taken away that 
have been given for so many years. But regarding the fiscal prob- 
lems that we find ourselves in — and I don’t want to have any 
qualms about this or split any hairs. We do have a fiscal problem. 
We need to recomize that. 

And the problems that we have result — the fiscal problems that 
we have are a result of a moral problem, that — the citation I’d like 
to make for this is the Heritage Foundation. If you look at the 
index of cultural indicators, you will see that as our society has de- 
clined morally and our ethical standards have come down, our eco- 
nomic problems have gone up. You see a direct relationship be- 
tween morality and economics. 

Now, for liberal and moderate Republicans, whoever they may 
be, I have a message. You need to get it. Economics and morality 
go hand in hand. They’re joined at the hip. If you don’t make that 
connection, all the posturing, all the things that are currently being 
done, all the best efforts that are being done will be done in vain. 
Our problems that we have with crime, with illegitimacy, with de- 
pendency on welfare, all those things can be summed up with a 
lack of morality and honesty. 

If we have more honesty, we’re going to have more competition, 
we’re going to have excellence in the area of business, but we’ll 
have that in the area of representation. Local government, assum- 
ing its rightful role, there is the accountability factor. We need to 
make government accountable to us, the people, and then we be- 
come accountable for the choices that we make. Thank you very 
much, sir. 

Mr. SCHIFF. Thank you very much. 6187, you’re up, and I’m 
going to call 6173, if you’re here, to come on down. I don’t see that. 
I’ll call 6176. Could you come down toward the front, if you could? 
Go ahead, sir. 

Mr. Branson. My name is Ronald Branson, with the Judicial 
Misconduct Review. I’ve had the. I’ll say, unhappy experience of 
having to pursue cases up to the U.S. Supreme Court and now 
which I have my 10th and 11th pending before the U.S. Supreme 
Court. I would just like to state to this panel that we have some- 
thing fundamentally wrong with our government here of America. 
'That is that the laws are not being respected by Federal Judiciary. 
It’s my contention, and I’ve got evidence for this and I will supply 
it for the board here, that laws passed by Congress are being ig- 
nored and is leading on into anarchy. 

I’ve complained to some Members of Congress and when I heard 
that this meeting was taking place down here, I thought I would 
come down and bring my presentation to Congressman Horn. My 
point is it doesn’t matter what we sit down here and talk about 
and even should consummate into legislation, if indeed our judici- 
ary is going to show contempt for it. 

Now, Tve got something very strong to state and I obviously 
could not get into the details. So the nest thing for me to do is 
leave the material with you. I have a publication here where I filed 
criminal complaints with the FBI from the Department of Justice 
against a couple of Federal mdges. It’s gone all the way up to and 
now in the Supreme Court. So I would lixe you to look at the mate- 
rial I leave with you, and who do I post it with? 
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Mr. Horn. Give it to the clerk. 

Mr. SCHIFF. And we have the clerk coming up to you right now. 
We would appreciate it. 

Mr. Branson. Thank you very much. 

Mr. ScHiFF. We thank you, sir. No. 6176. 

Mr. KoPP. Good afternoon. Jim Kopp is my name. I am a retired 
executive of the General Electric Co., but based on the speakers 
that have been forthcoming, I feel like I’m just a private citizen 
that just has some complaints or suggestions for the government. 

And I guess the main reason is that in the free enterprise sys- 
tem, you are rewarded for saving money, being more efficient, get- 
ting things done, and in the government, you are rewarded for 
being bigger, spending more money, hiring more people, doing all 
of the things that we all hate as taxpayers. With that off my chest, 

I get irritated in the government saying that, gee, we can’t do any- 
thing to cut costs. 

I recently looked at a list of foreign aid. There were 45 countries 
that receive in excess of $7 million a year from us. Most of them 
I couldn’t even pronounce the names of the governments. In check- 
ing into some of them, I found that most of them vote against us 
in all of our attains for getting things done. So I just caivt under- 
stand. 

They all say, well, that’s not very much money, you know, a 
lousy $4 billion for Israel, for instance, or for other countries. And 
yet it seems like an awful lot of money to me and the one that we 
should be using here in the United States rather than for foreign 
countries. 

Another example, of course, is in our welfare system, which I’m 
sure we’re all aware of. But recently, I think Reader’s Digest pub- 
lished a list of counties in the south, where 80 percent of the chil- 
dren were on disability; not because of being disabled, but because 
their parents had suggested that they not do well on their tests, 
so that they would be eligible. 

You know, it just 

Mr. ScHiFF. I have to ask if you can reach a conclusion, sir. 

Mr. Kopp. I’m all through. I just wanted to conclude by saying 
we all love this country, certainly I do, and we think our represent- 
atives do a good job, but we would think that they could be a little 
more considerate of the taxpayer and not so considerate about their 
reelection. 

Mr. ScHiFF. OK 6203. Is 6203 here? 

Ms. Pyers. Good afternoon, gentlemen. It’s my privilege to be the 
chairman of the board for the Southeast Los Angeles County Pri- 
vate Industry Council, and I am from the private sector and have 
a small business in the city of Lakewood. 

Mr. ScHiFF. Could you state your name, ma’am? 

Ms. Pyers. I’m sorry, yes. Ruby Pyers. I’m concerned about the 
welfare bill that you currently have and the fact that the Senate 
decided that they would take the Kassebaum amendments and 
such, fold them into the welfare, job training amendments and 
such would go into welfare. 

It would appear that Washin^n feels that the only people who 
need the support in the way of job training are the welfare people. 
If you would realize that under the current Department of Labor 
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JTPA programs that you have and the entitlement programs you 
have, Title 3 has done a great deal in order to be able to service 
those individuals that have come from the downsized or what we 
consider the dislocated people in our community. 

For the Senate and Senator Dole to tell Kassebaum that the only 
way she can get her job training amendments into being reviewed 
and approved is to incorporate them and roll them into the welfare 
bill is unfair to the other people who need job training and need 
the services of the private industry councils throughout not only 
our State, but through the United States, to have the opportunity 
to come out of a downsized company and have the services of their 
local councils to be able to redirect them into being gainfully em- 
ployed in the community. 

It seems to me that if those amendments stay into the welfare 
bill, it is going to imply at the State level, as we get block grants, 
that the only people that are going to be available to use those par- 
ticular funds are going to be welfare people and the people that are 

f oing to suffer are those that have come out of the companies that 
ave been downsized, like Rockwell International and the aero- 

g )ace industries, as well as many other companies in our area that 
ongressman Horn is aware of 

We’ve worked closely with him on our recent alumna program. 
My concern is the fact that the block grants coming down into the 
State, how much administrative money that the Federal Govern- 
ment plans to give to the States before those block CTants come on 
down to the local levels where they are really sincer^y needed. 
Thank you very much, sir. 

Mr. SCHIFF. Thank you. We have time for perhaps one more now 
and we will get back to this if there’s time at the end. I have No. 
6313. 

Mr. Peters. My name is Herb Peters and I am representing my- 
self However, I am a libertarian. I believe that taxes are too high. 
In fact, the Congressman said that taxes now are 13 times as high 
as they were in 1960, and I propose to you that if we cut the taxes 
back down to the 1960 level, our crime would probably go right 
back to the 1960 level, also. 

Taxes are too high and the government spends too much. On a 
business day, the government spends a billion dollars a day more 
than it takes in. I believe that government should spend within its 
income like the rest of us, but we don’t need a balanced budget 
amendment. The Constitution already speaks to this subject, and 
I quote Article 1, Section 10, “No State shall make anything but 
gold and silver coin a tender and payment of debts.” 

FDR took gold out of our money in 1933. LBJ took silver out of 
our money in 1968. I think no Republican has done anything to re- 
store intrinsic value to our money. 

I would also like to speak a second on the idea of taxation. I be- 
lieve there is a Godly standard tax. It comes from the Old Testa- 
ment, when Moses led the children of Israel and it was derived by 
our minister over at the Rolling Hills Covenant Church, Dr. Gor- 
don Kirk. He says that it should be two-and-a-third tides a year as 
the Godly standard tax and that should cover our institutes of gov- 
ernment, from Federal, State and local and as well as the memcal 
and education institutions and the church. 
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And I would like — if we’re going to have less government, we 
need to have fewer laws, and I would suggest that we abolish the 
laws against drugs and prostitution and tnings like that. Crimes 
against my own body should not be against the law. Drugs are easy 
to g:et. We spend 70 billion a year fighting drugs and they are very 
available. I have a son that’s 28 that gets drugs. He doesn’t even 
have a job. No problem getting drugs. 

And take a look at the prostitution issue, drive down Pacific 
Coast Highway tonight at 8 and you’ll see plenty of ladies of the 
night. So I propose that these things should not be against the law. 
Those laws should be abolished and quit spending police time and 
effort on those areas. 

And if I can say one more thing on this area of drugs. One-third 
of our police time and one-third of our judicial time and one-third 
of our jail space is taken up by criminals who are charged with 
drug crimes. If we abolish those laws, we would save all that effort. 

Mr. ScHlFF. I have to ask if you can begin to conclude now, sir. 

Mr. Peters. Thank you very much. 

Mr. SCHIFF. Thank you. 

Mr. Clinger [presiding.] I’m going to ask our final panel to come 
forward. The first would be Mr. Robert Murphy, who is the senior 
vice president for organization and human resources for Rockwell 
International. Second, Sherrill Clements, the executive director of 
marketing for the Oracle Corp. 

Gentlemen, just remain standing. If you have no objection, as 
you may have heard, we do have a custom of this committee to 
swear all witnesses. 

[Witnesses sworn.] 

Mr. Clinger. Let the record show that the witnesses answered 
in the affirmative. Welcome, gentlemen. Thank you for taking time 
out of a Saturday to sit with us and share with us your thoughts 
and your experiences on the exercises that we’re going to be pursu- 
ing here at the Federal level. Please, Mr. Murphy. 

STATEMENTS OF ROBERT H. MURPHY, SENIOR VICE PRESI- 
DENT FOR ORGANIZATION AND HUMAN RESOURCES, ROCK- 
WELL INTERNATIONAL; AND D. SHERRILL CLEMENTS, SR., 

EXECUTIVE MARKETING DIRECTOR, ORACLE CORP. 

Mr. Murphy. Mr. Chairman, members of the committee and 
staff, on behalf of about 82,000 Rockwell people worldwide, I want 
to thank you for inviting us and our company to address this hear- 
ing. Again, my name is Bob Murphy. I’m senior vice president of 
organization and human resources for the corporation and I’m 
based in Rockwell’s world headquarters, which is just a few miles 
south of here in Seal Beach. 

I have a brief summary statement to present today and, with 
your permission, Mr. Chairman, I ask that our full prepared state- 
ment be included in the record. 

Mr. Clinger. Both of your written statements will be included 
in full in the record. 

Mr. Murphy. Thank you, Mr. Chairman. Government and indus- 
try share many challenges today and many of them are similar. 
But perhaps none is as complex or requires as much consistent and 
dedicated effort as the need to constantly improve upon every as- 
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pect of how we do our jobs in every position of every organization 
every day. We commend the Speaker and this committee for ad- 
dressing this issue head-on-head and on benchmarking private in- 
dustry and others as part of that process. 

By way of introduction, Rockwell is a diversified, high technology 
company with worldwide sales of about 13 billion. We hold leader- 
ship market positions in automation, avionics, aerospace and de- 
fense, telecommxmications, automotive components and printing 
equipment. Over the last decade or so, the company has made a 
very dramatic transformation. Today, our commercial and inter- 
national businesses amount to almost 75 percent of our total sales, 
and that’s up from about 40 percent in 1984. 

We’ve earned our leadership market positions by always striving 
to be the best. We’re committed to challenging the status quo and 
continually renewing ourselves and improving the value we deliver 
to our customers. You’d think it’s a job that maybe has an end, but 
it’s never ending. 

Because of our complexity and diversity, our renewal process is 
very complex. It’s implemented on a tailored basis for each busi- 
ness of Rockwell, and there are many, but there are some common 
threads. At Rockwell, we’re involving our employees in developing 
a shared vision that says we want to be not among the best, but 
we want to be the best diversified, high technology company in the 
world, and let me tell you that’s exciting. That’s exciting for all of 
us and all of our employees. 

Once the direction is set, successfully renewing an organization 
is or has been for us essentially a two-part process. First, you need 
top-down senior executive leadership. Our leaders are facilitators 
and coaches and we believe in walking the talk at all times, con- 
sistently. Equally important at Rockwml has been a bottom-up ap- 
proach. We listen to, we try to be honest with each other, and our 
people are empowered to change things for the better. In fact, 
they re encouraged to do that. 

We share with you in our prepared text how Rockwell has been 
renewing itself over the last decade, in fact, two decades. We clas- 
sify the renewal in four main categories, and these categories are, 
first, organization structure; second, changing the management 
process; the third is corporate and business unit operating style; 
and the fourth is people. 

In respect for the time that is available here, it precludes me 
from going through all of the categories. So in the interest of brev- 
ity, I will speak to only the first two categories. The first category 
is organizational structure. In the past, we had many organization 
layers, both in the businesses of our corporation and at our cor- 
porate headquarters. This resulted in redundancy of effort, ques- 
tionable value-added work being performed, and we were too slow 
in decisionmaking for the fast changing global marketplace and the 
environment that we’re in today. 

Today, we’re much more flexible, we’re much flatter, far quicker 
to anticipate and respond to business dynamics. We’ve gone from 
123,000 employees generating about $11 billion in annual sales in 
1987 to 82,000 employees generating about $13 billion in sales 
today. That’s a pretty dramatic change in productivity and sales 
per employees. 
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The second category is our management process. In past decades, 
we had a somewhat centralized command and control management 
style. Our corporate mandates literally filled volumes. Today, our 
business units make a majority of the decisions. We operate with 
a much less bureaucratic, more entrepreneurial management style. 
We abhor bureaucracy because it puts control and turfdom ahead 
of our shareholders’ and our customers’ best interests. Moreover, 
the fuel that propels bureaucracy, we believe, is borne in mistrust 
and we prefer trust, open dialog and understanding to that. 

Mr. Chairman, I could go on and on talking about our ongoing 
transformation and renewal at Rockwell and cover the other two 
categories, but, again, in the interest of time, I want to conclude 
with just a few simificant lessons that we’ve learned along the 
way, which hopefully might be of some help to you and that you 
might be able to draw upon as you continue your work. 

First, the renewal process, we have found, must have clarity of 
purpose and strong management leadership. At the same time, 
there must be a process for involving everyone, particularly every- 
one who holds a stake in that change, and a strong sense of ur- 
gency for change is also vital. 

Second, everyone must think through carefully who is their cus- 
tomer, then see to it that every action taken adds value for that 
customer. This requires establishing metrics, because what can be 
measured can then be improved. Third, all people in the organiza- 
tion have to be encouraged to challenge the status quo. Fourth, it’s 
important to strive to be the best, but you don’t have to have all 
the resources it takes to be the best. And we have found that 
partnering and out-sourcing with other world class providers for 
needed technology, product or service and allowing us to focus on 
our core competencies that add real value to our customers is a 
sure formula for success. 

Mr. Chairman, we at Rockwell hope this testimony and our dis- 
cussion will help this committee and Congress in your ongoing ef- 
forts to reinvent government. Thank you for this opportunity to 
share our views with you. 

[The prepared statement of Mr. Murphy follows:] 
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Robert H. Murphy 

Senior Vice President, Organization and Human Resources 
Rockwell International Corporation 

Mr. Chairman, members of the committee, and staff ... on behalf 
of the 82,000 Rockwell people worldwide, thank you for inviting 
our company to address this hearing. 

My name is Bob Murphy. I am Senior Vice President, 
Organization and Human Resources and am based at Rockwell’s 
World Headquarters, a few miles south of here, in Seal Beach. 

Government and industry share many challenges today. 

But perhaps none is as complex, or requires as much consistent 
and dedicated effort, as the need to constantly improve upon every 
aspect of how we do our jobs, in every position of every 
organization, every day. 

We commend the Speaker and this Committee for addressing this 
issue head-on by setting forth to benchmark private industry and 
others with the hope of seeing how the lessons we’ve learned in 
restructuring and reinventing our organizations can perhaps be 
applied to the government. 

Let me describe Rockwell briefly ~ not to boast, but to set the 
stage for my comments. 

We are a diversified high technology company holding leadership 
market positions in automation, avionics, aerospace and defense, 
telecommunications, automotive components and printing 
equipment, with worldwide sales of nearly $13 billion. Over the 
last decade or so, the company has made a dramatic 
transformation — today, our commercial and international business 
amounts to almost 75% of total company sales. That’s up from 
about 40% in 1984. 
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Today, we are the leading manufacturer of modem chipsets for fax 
machines and personal computers worldwide. We are the leader 
in factory automation controls for the U.S. market. Our avionics 
are used by virtually every major airliner worldwide. We are the 
world’s leading supplier of products and systems based on Global 
Positioning System (GPS) technology. Some 75% of new heavy 
duty trucks contain Rockwell components. We are a leading 
NASA contractor, having been involved in manned space since its 
inception and having built the Space Shuttle orbiter and main 
engines right here in southern California. And we are the world 
leader in the manufacture of newspaper printing presses, which are 
used by the largest newspapers in more than 100 countries. 

We have earned these positions by always striving to be the best. 
We want to create the world’s most successful customers, 
aggressively pursue global growth, execute leading edge 
management practices and contribute to the well being of our 
communities. 

Our efforts to achieve sustained competitive advantage in our 
served markets have been greatly aided by the continual 
willingness of all our people to challenge the status quo and 
improve the value we deliver to our customers, both internal and 
external. 

Because of Rockwell’s complexity and diversity, our renewal 
process is very complex; it is an evolutionary process and it is 
implemented on a tailored basis for each business ... but the 
objective is the same; to improve — and there are some common 
threads. 

First, it is necessary to establish where the company and each of its 
businesses is headed. Change for change’s sake is of questionable 
value. Direction and clarity of purpose are absolutely essential. 
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At Rockwell, we’ve involved our employees in developing a 
shared vision that says we want to be THE BEST diversified high 
technology company in the world. Being the best means, in part, 
serving our customers better than anybody else and becoming 
market leaders as a result. And deriving from market leadership is 
not only world class financial performance, but becoming an 
organization companies want to do business with and a place 
where people want to work. And that’s exciting. 

Once the direction is set, the second important step in successfully 
implementing change is to get involvement all the way through the 
organization. 

You need “top down” senior executive leadership, which differs in 
many ways, of course, from day-to-day management. At the 
corporate offices, our leaders are facilitators, coaches and enablers. 
Our leaders at our business unit level have lots of autonomy -- they 
don’t use a “cookbook” approach dictated to them by the 
corporate offices. That’s because they need the leeway and 
flexibility to manage their businesses according to the nuances of 
the markets and customers they serve. 

Equally important in our renewal efforts at Rockwell has been a 
“bottom up” approach. We have long believed in the need for 
absolute commitment and total involvement of every one of our 
people at every level, both individually and as team members. We 
listen and are honest with one another and our people are 
empowered to change things for the better. I’ll share some 
examples later on. 

For comparison’s sake, I want to share with you how Rockwell has 
continually renewed itself over the last decade or so and will offer 
some comparisons as to how we were then ~ and how we are 
today “ in four main categories. 
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The first is organizational structure. 

In times past, we had many organizational layers both in our 
businesses and at our corporate offices. For example, between the 
business unit general manager (profit generator) and the CEO, you 
often had three layers of management — each with their own staffs 
and their own review and approval cycles. This often resulted in 
redundancy of effort, needless checking and questionable value- 
added work being performed. Communications also tended to be 
very hierarchical. This type of organization stifled creativity, 
accounted for some very high overhead, and was too slow in 
decision making for a fast changing global marketplace. 

We removed two of the management layers eliminating 750 
management and executive positions. This has speeded our 
decision making process and helped us move quicker on market 
opportunities. You win with speed today. 

Today, we’re much flatter, more flexible and far quicker to 
anticipate and respond to business dynamics. In most cases, 
divisions report directly to our office of the chairman and chief 
executive officer. Today, we do a lot of resource sharing across 
businesses and we have formed “centers of excellence” to pool 
scarce resources for serving several businesses. 

In total, we’ve gone from 123,000 employees generating $1 1 
billion in annual sales in 1 987 ~ to 82,000 employees generating 
$13 billion in sales this year. That’s a pretty dramatic increase in 
sales per employee. 

The second category is our management process. 

In decades past, we — like many large industrial companies ~ had 
what could best be described as a centralized “command and 
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control” management style, based on the traditional military model 
which had been very successful. In theory, our general managers 
were in charge, but in reality, the corporate staff made most of the 
decisions. Relatively low delegations of authority to the business 
units further slowed the overall business process. Monthly 
operating reviews and management meetings were loaded with 
staff. And with long range plans, strategic business plans and 
annual operating plans, those staffs never stopped writing plans. 
We were heavy on corporate policies and procedures that 
mandated a lot of “how to’s” -- it was a well known fact that those 
mandates amounted to books some three feet thick! 

Today, our business units make a majority of the decisions; only 
major issues of strategic direction, significant investments, or 
unusual risk are moved to the corporate office. And ongoing 
consultation between the businesses and our corporate office is a 
way of life. Delegation of authority today follows the 80/20 rule; 
make 80 percent of the decisions yourself and send just 20 percent 
to the next level. Our planning process is much more flexible. 
Planning schedules are determined by the type of business; some 
business plans are reviewed more frequently than others. We have 
far fewer corporate policies; people have easier, on-line access to 
the policies that do remain; and we discourage the development of 
new ones. 

We now operate with less bureaucracy and have a more 
entrepreneurial management style. In fact, we abhor bureaucracy. 
Too often in tfie past the corporate staff focused on bureaucratic 
control and checking on the businesses. Today, that staff is 
focused on helping each business reach its full potential - and all 
staff people must be capable of being coaches and enablers, not 
critics. In fact, the acid test of our staffs existence is the degree to 
which they add value to our businesses, our customers and our 
shareowners. 
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I’ve said that we encourage all our people to challenge the status 
quo. And this is not idle talk — in fact, we set the example for this 
right at the top, where the chairman has set up, for this very 
purpose, a task force made up of business unit presidents and 
senior corporate staff executives. Their charter: to change 
anything that gets in the way of our businesses reaching their 
full potential. 

1 might also add that we clearly differentiate between responsible 
administrative control and bureaucracy. Responsible 
administrative control is focused on assuring our shareholders and 
customers that their best interests are being served. 

Administrative processes are continually improved to speed 
delivery of products and services to our internal and external 
customers. Bureaucracy, on the other hand, often values control 
for control’s sake and protection of turf, rather than the 
shareholder’s and customer’s best interests. Moreover, the fuel 
that propels bureaucracy is borne in distrust. We prefer trust, open 
dialogue, and understanding. 

The third category is business unit operating style, which is 
closely related to the management process category 1 just 
reviewed. 

Not more than a decade or so ago, we had a need to further 
enhance our understanding of customer needs and what our 
customers considered to be of real value; often we focused on 
qualitative beliefs but had little hard data on how customers really 
viewed us. 

We generally kept our vendors at arms’ length, and often changed 
delivery schedules on them so frequently it caused them to think 
that because Rockwell doesn’t know what it wants, “we’ll ship 
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when we’re ready to ship.” Needless to say, our inventory levels 
were at times too high, which adversely affected our costs and, 
hence, our competitiveness. 

In manufacturing, we emphasized machine utilization and labor 
efficiency reports and we thought in terms of cost-of-quality. Our 
attitude toward quality was that our customers will tell us if they’re 
unhappy; 95% acceptance was pretty good; and the process was 
to inspect and rework as required. 

Today, we’re obsessed with anticipating, meeting and wherever 
possible exceeding the expectations of our customers for quality 
and value. We continue to nurture long-term partnerships with our 
customers. But we’re going way beyond that. We continually 
survey our customers as to how innovative and responsive we are, 
and for their assessment of the quality and value of the products 
and services we provide them. 

Literally, tens of thousands of teams work together across 
Rockwell to deliver the best value in products and services to 
customers. Often the teams include several departments (e.g. 
engineering, manufacturing, sales). This team approach begins 
with our customers and involves our suppliers. We share long 
range planning data, jointly establish dependable schedules and 
reduce inspection requirements based on demonstrated quality 
performance by only the best of suppliers — those we rate the 
highest not just on cost, but on quality and schedule as well. 

In manufacturing, we’re emphasizing total cycle time over 
machine utilization, and instead of focusing on labor efficiency, 
we employ activity-based-costing to eliminate non-value added 
process steps. To sharpen the focus on time to market, our 
businesses think in “hours’ worth” or “days’ worth” rather than 
the dollar value of materials — both inventory received and 
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finished product intended for delivery. Many Rockwell businesses 
deliver finished products or systems on a just-in-time basis; in the 
case of our sunroof business in Gifhom, Germany, thaf s 136 
minutes from receipt of order to delivery of a finished sunroof to a 
Volkswagen assembly line, 10 miles away. 

In terms of quality, we’re evolved from the “will pass” attitude of 
the past to the “won’t fail” attitude of today. We strive for zero 
defect performance and regularly speak in terms of failures per 
million rather than per hundred. 

The final and perhaps most important category 1 ’d like to cover is 
people. 

In the past, at our manufacturing locations, people were trained for 
a specific function or Job; our factories often had hundreds of job 
categories per plant with different pay scales for each job category. 
The hierarchy was so rigid that if 10 people were laid off, perhaps 
1 50 would be bumped and forced to change jobs. Departmental 
walls were common, with little communication among 
departments. 

In management, recognition was done via an overall reward 
system — after the fact -- with little incentive on the front end. For 
example, when someone received a bonus, the response often 
heard by the recipient was, in effect: “How nice. The company 
must have done well.” Cause and effect often was difficult for 
employees to understand. 

Today, our people involvement has changed substantially to reflect 
our belief that people are our only long term sustainable 
competitive advantage. 
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Training now is part of our business strategy and occurs at many 
different levels. At our Rocketdyne Division in Canoga Park, 
California, for example, team training takes place at what we call 
“CPI boot camp” ~ the CPI stands for continuous process 
improvement -- where people from different departments of a 
business get together and tackle simulated problems with a 
“hands-on” approach ... all focused on speed, quality, cost and 
customer satisfaction. Cross training has reduced the number of 
job categories per manufacturing plant in many cases to two or 
three, and our factories make available training in a variety of 
operating practices, such as statistical process control, total quality 
management, throughput and cycle time reduction and just-in-time 
inventory management. 

In many of our businesses, self managed work teams schedule 
production, order materials from inventory, evaluate peer 
performance, and even visit customers periodically to assess their 
level of satisfaction. Little, if any, supervision is needed. For 
example, a 28-person team in our Graphic Systems business 
designed an improved printing press that satisfies the demands of 
customers in the global market -- demands that include a metric- 
based design and complying with world safety standards. 
Compared to the model it replaced, the press has 20 percent fewer 
parts, requires less assembly time and was brought to market much 
faster than presses of its kind. 

Today, we recognize and reward our people on multiple levels. 
Compensation for many of our executives is based on a 
combination of corporate results — as measured by increasing 
shareowner vdue -- as well as individual business unit 
performance. Others share in Rockwell’s success in many ways. 
We have gain sharing at many of our plants, where all employees 
share in financial awards above their regular wages when we 
exceed our plans. We have a company savings plan comprised of 
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Rockwell stock. Today, 30% of Rockwell’s stock is held by 
employees through participation in the savings plan.' And we have 
non-financial rewards each year in all of our businesses, led by our 
Engineer of the Year Awards and our Chairman’s Team Awards, 
both of which are very highly sought after within the company. 

Mr. Chairman, I could go on and on talking about the dramatic 
transformation and renewal Rockwell has undergone over the past 
decade or so. But 1 want to conclude by offering some lessons 
we’ve learned along the way — which hopefully you can draw 
upon as you continue your work. I will focus on a few significant 
lessons learned. 

First, the renewal process must have clarity of purpose and senior 
management leadership. At the same time, there must be a process 
for involving everyone who holds a stake in the change. For 
example, we’ve taken great care at Rockwell to involve our 
employee unions, employee interest groups, customers and 
suppliers wherever possible in renewal activities. A strong sense 
of urgency for change is also vital. 

Second, everyone must think through carefully - who is the 
customer. Sometimes it’s an internal customer and other times it’s 
an external customer that buys our products or services. In either 
case, we need to make sure that every action that we take adds 
value for that customer. This requires establishing metrics -- 
because what can be measured can then be improved. And though 
everyone needs to be on board, it helps to have — for each process 
or activity that serves customers — a “process owner”... that is, one 
individual who has the ultimate responsibility and accountability 
for ensuring the process is continually refined for higher levels of 
performance. 
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Third , all people in an organization must be encouraged to 
challenge the status quo at every turn. But more than that, they 
must have a reason to believe that’s not just idle talk on the part of 
management; there must be mechanisms for speedy 
implementation of good new ideas, no matter where in the 
organization they originate. 

Fourth, it is important to strive to be the best in the world but you 
don’t have to own all the resources it takes. Partnering and 
outsourcing with other world class providers for needed 
technology, product or service and focusing on your core 
competencies that add value to customers is a sure formula for 
success. Especially today, when in the business world global 
competition is fierce ~ and within government, dollars are 
scarce -- organizations simply cannot afford to do in-house those 
things that can be performed more effectively and efficiently via 
outsourcing or privatization. 

Mr. Chairman, we at Rockwell hope that this testimony will help 
this committee and this Congress in your ongoing efforts to 
reinvent government and to continue to improve the value of the 
services you deliver to the wide variety of stakeholders you serve. 

Thank you for this opportunity to share our views with you. 

Now, I’d be pleased to answer any questions you may have. 

##### 


(p:\tkpagel\hill.doc) 


12 



564 


Mr. Clinger. Thank you very much, Mr. Murphy. We appreciate 
your testimony. We’ll have some questions for you in a few mo- 
ments. Mr. Clements, please. 

Mr. Clements. Thank you, Mr. Chairman. I want to talk in 
terms of information technology as it applies to reinventing and re- 
orgsmizing and right-sizing and smart-sizing government. I’d like 
today to describe some of that technology that Oracle and other 
members of our industry offer, with a view toward the fact that if 
this investment is made, then truly the economies and reorganiza- 
tion that are offered in terms of organizational and national policy 
can be implemented. 

Before I begin these remarks. I’d like to briefly describe Oracle 
Corp., which is a $3 billion corporation, headquartered in Redwood 
Shores, CA. We’re the world’s largest supplier of software for infor- 
mation management and the world’s second largest software com- 
pany. We are the first major software companies to implement 
interactive television deployments and the first major software 
company to make full-featured products available electronically on 
the internet, truly a new way to do business. Our company has im- 
plemented numerous programs to emphasize and focus our work on 
customer satisfaction. 

We develop and market families of software products for informa- 
tion management on a wide variety of platforms. We operate in 
more than 90 countries. We have about 17 to going on 18,000 em- 
ployees as of today and we’re in our 17th-plus year of operation, 
not a very old company for a company of that size. 

I’d like to frame my remarks today with three bits of information 
that I think are very relevant to reorganizing information systems 
in the Federal Government. The first relates to the use of informa- 
tion technology in the Federal agencies, which has been docu- 
mented in a recent independent study to show that the organiza- 
tions in the U.S. Government operate local area networks and use 
about 50,000 employees for that purpose. These local area networks 
are essential today to the operation of these agencies because they, 
in fact, allow the use of communication between computers and be- 
tween networks and wider area networks. There is technology 
today that can simplify this operation and dramatically reduce 
these costs. 

The second anecdote derives from information appearing in the 
current issue of Forbes magazine. 'That data estimated that there 
were 5.46 billion documents created in 1994. This would roughly 
equate to 600 million pages per day, which would fill a file drawer 
170 miles long every day. I also note that these statistics show that 
executives typically spend 150 hours a year looking for lost infor- 
mation. 

Since the Federal Government consumes about 12 to 13 percent 
of the information technology in the United States, that’s a massive 
challenge. 

My last data point deals with the shrinking size of Federal Gov- 
ernment. 0PM, Office of Personnel Management data reflects the 
total civilian employment in the Federal Government fell from May 
to May, ending last May, by a point-and-a-half Within that figure, 
excluding the Postal Service, the executive branch employment fell 
3.5 percent, legislative branch by 7.2 percent. I suspect the work 
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didn’t diminish by that percentage, nor did the expectations of the 
American public who increasin^y demand more of their govern- 
ment and are much less patient and forgiving of processing delays 
than in the times past. 

My point to these examples is that infrastructure costs are high, 
workload is increasing, staff is shrinking. Technology can help ad- 
dress those problems. 

I’ve got a substantial amount of information in my prepared text, 
which, as the chairman indicated, has been submitted into the 
record. So I won’t go into it, other than to basically highlight two 
areas that I think are very significant to information system tech- 
nology today, essential, and that is the necessity for open and scal- 
able architecture in computers, which will allow computers, from 
the desktop to the mainframe to dimtal devices and the like, to all 
communicate together. That will help get rid of some of those 
50,000 employees working on local area networks. 

We’ve also got technology available today that will deal with se- 
cure systems, which have not been mentioned today, but are abso- 
lutely critical to the Federal Government as it goes about its busi- 
ness of dealing with proprietary information, privacy data in health 
systems and the like. 

There is other successful leveraging technology that’s available 
today. These are such things, as I mentioned earlier, the multi- 
media, absolutely incredible to extend the access of information to 
citizens throughout the country. There’s also new technology which 
is breakthrough, dealing with the ability to understand, if you will, 
English text and language, such that a computer program can actu- 
ally scan a document and, if you will, understand those words that 
are in there, not by matching words, but by understanding the 
meaning behind those words. Very important to getting rid of those 
170 mile long file drawers every day. 

I have provided you with just a sample of these technologies that 
we provide and others in our industry. They’re available today. 
They can be applied to the reform effort in the government and 
this judicious investment can truly advance the ability of the gov- 
ernment to provide service to the citizen and still look to economies 
of cost and operation. 

In conclusion, I want to thank Chairman Clinger and the other 
members of this committee for taking the lead in pushing for com- 
mercial product and other reforms in H.R. 1670. Oracle supports 
your bill and hope that your bill will be successfully retained in the 
Armed Services Authorization Conference. We believe that it will 
be particularly helpful to American industry and we’re very grate- 
ful, and thank you for the opportunity to provide this information. 

[The prepared statement of Mr. Clements, Sr. follows:] 
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I want to thank the Committee for the opportunity to be here today to give you Oracle’s 
view of the importance of information technology and how it can assist in reengineering 
the government. IT is available today that will support the reengineering and realignment 
our nation’s government. The significant nature and extent of change to refine our 
national policy, meet fiscal objectives, and concurrently provide improved Service to Our 
Citizens can only be successful through the application of today’s available information 
technology. I would like to describe some of this technology and share with you some of 
our thoughts on how investing in and implementing this technology can help to achieve 
this change. 

Before I begin these remarks, let me briefly describe Oracle Corporation, the company I 
represent. Oracle Corporation, a $3 billion company with headquarters in Redwood 
Shores, Calif., is ihe world’s largest supplier of software for information management, 
and the world’s second largest software company. Oracle is one of the first major 
software companies to implement interactive television deployments and the first major 
software company to make full-featured products available electronically on the Internet. 

Oracle develops and markets families of software products for database management; 
tools for enterprise-wide, client/server applications and packaged client/server solutions 
for business operations. 

Oracle software tuns on personal digital assistants, set-top devices that are on your 
television sets, PCs, workstations, minicomputers, mainframes and massively parallel 
computers. The company offers its products along with related consulting, education and 
support services in more than 90 countries. Oracle, founded in 1977, currently employs 
more than 17,000 employees. We hire the top engineering graduates of America’s great 
universities and have attracted similar talent from dozens of other countries. 

INTRODUCTION; THE GOVERNMENT DOWNSIZING CHALLENGE 

I would like to frame my remarks today with three bits of information related to 
information systems within the federal government. The first relates to use of 
information technology within the federal agencies. A recent, independent study revealed 
that the federal government utilizes about 50,000 employees to administer the Local Area 
Networks (LANs) for its computer systems. LANs are generally considered 
communications facilities which allow computers to talk to each other within the same 
geographic area. This extensive use of human resources is expensive and while those 
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employees are performing the task of running these LANs they’re not directly serving our 
citizens. Technology available today can simplify these operations and can dramatically 
reduce these costs. 

A second anecdote derives from information appearing in the current issue of Forbes 
ASAP magazine. It cites statistics which will stagger your imagination with the workload 
we see in paper documents today and, to make matters even worse, the workload to come. 
There were estimated to be 5.46 billion documents created in 1994. This would roughly 
equate to 600 million pages per day which would fill a file drawer 170 miles long. There 
were also estimated to be 1 1.5 billion pages of faxes created in 1992; by 1998 that 
number is estimated to increase to 175.9 billion. An average cost to convert those papers 
to electronic forms is about 25 cents per page. By the year 2000, only 5% of our data will 
be stored in computers. Studies show that the federal government consumes 
approximately 12-13% of the U.S. information technology consumption. You can see the 
size of the problem if our government does not avail itself of technology soon. 

My last data point deals with the shrinking size of the federal government. Data released 
by the Office of Personnel Management reflects that total federal civilian employment 
fell by 1.5% from 5/94 to 5/95. Within that figure, excluding the Postal Service, 
Executive Branch employment fell 3.5% and Legislative Branch employment fell 7.2%. 

I suspect that the work did not diminish by that amount, nor did the expectations of the 
American public who increasingly demands more of their government and are less patient 
and forgiving of processing delays than in times past. My point to these examples is that 
infrastructure costs are high, workload is increasing, and staff is shrinking. Technology 
can, and must, be applied to mitigate these problems. I would like to describe available 
modern technologies that can be applied to solving these information challenges. 

OPEN, SC/VLABLE iARCHITECTURE 

Our country, and the information industry, are today in the third phase of our journey 
along the information highway. We have moved from the initial mainframe environment 
onto the desktop, and ate now in the network computing environment. That’s why the 
federal government has 50,000 LAN administrators. The business operations of 
government cannot take place in one place, or at one time, or by a restricted set of people. 
We need the harmonizadon of the mainframes’ data, and tools of PCs and workstations 
on the desktop, and the ability to work together and share information. This is possible 
only through the use of networks. Open systems are designed to get past the hurdles 
imposed by these diverse systems by using agreed-upKJn standards for interfaces and 
formats that support interoperability. 

At Oracle, we define "open" to mean that software should operate seamlessly with 
software from other vendors. Whether agencies are implementing client/server, linking a 
variety of hardware systems of different sizes from different vendors, or adding new 
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systems to their existing installed base, they need open architectures. Our technology has 
been designed with this in mind and is available today to be applied to these situations. 
The payoff from open architecture is that you can now tailor whatever combination of 
new and existing production computing systems agencies have in place into a flexible 
network that meets federal agencies' needs. Because it is fully scalable and portable, our 
technology affords the ability to merge different types of computers, operating systems, 
networks, databases, and graphical user interfaces into a unified, cooperative-computing 
and information-sharing environment. Existing investment is protected and options can 
be kept open for the future. As needs for processing power grow, agencies can 
continually scale up by adding servers, network protocol support, and even another 
database management system as even newer technology becomes available. 

MIGRATION WITH A ROAD MAP 

Most government computer managers, though still committed to an installed base of 
mainframes and their associated applications, are investigating cost-saving alternatives to 
their current mainframe system environments. Realizing both the benefits and potential 
risks of a move to client/server computing, they are searching for the right mix of open 
and legacy systems - a mix that supports their business requirements with the most 
productive and cost-effective solution. A successful open systems implementation can 
mean a tremendous payback in cost savings, application development and improved 
productivity, both for the information systems department and for the agency's entire user 
community. 

When agencies move their applications from mainframes to smaller, more economical 
computers it is called migration. Migration can be a significant challenge. It requires the 
migration not only of data, but also of hundreds, even thousands, of application programs 
- all while users continue to have access to the data they need to do their job. For that to 
work, mainframes and open systems are going to have to do more than just coexist; 
they're going to have to interoperate in a way that not only maintains, but actually 
improves the performance experienced by users during the transition. 

As applications and data are relocated from the mainframe to open systems, agencies 
must find a way to connect mainframe data and applications with the open systems 
environment. Once agencies have integrated their mainframe data and applications into 
the client/server environment, they have the interoperability needed for an enterprise- 
wide solution. This technology is available today and allows our government clients to 
plan and execute their system modernizations with reduced risk and continuous data 
availability in ways that were not possible in the past. 

SYSTEMS /VDMINISTRATION 

Oracle has also developed a new systems management architecture. We call it Mission 
Control. This is the technology which supports both improvement in system quality and 
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reduction in the staff dedicated to supporting network and computer administration. It is 
also a significant piece of the architecture allowing organizations to migrate toward 
unattended, or “lights out” operations capable of being administered by a staff centralized 
for an entire organization rather than being repeated geographically. Dramatic savings 
can occur when this technology is implemented. 

Open architecture enables tight integration between yet another new technology we call 
the Oracle Intelligent Agent and 3rd-party tools for hardware and operating system 
monitoring. An agent is an independent software program that provides system managers 
and users with the capability to automate routine tasks without human intervention. We 
apply this technology to database activity and support performance information which 
can now be correlated with system, network and hardware-level management data 
enabling comprehensive, integrated and proactive administration of the complete 
Information System. 

Since well over 80% of federal agencies report they are operating major database 
systems, savings in the operation of these information systems is significant. Database 
administration becomes much more effective when it is crxrrdinated with system and 
network management. By integrating hardware and Oracle database monitoring, we 
provide customers with a complete set of management informauon to be used for system 
tuning, auditing and capacity planning. We refer to this technology as the Enterprise 
Management Platform, which integrates third-party tools and support of leading systems 
management frameworks. This new systems management strategy aims at improving the 
quality and effectiveness of database administration while reducing its complexity and 
cost. 

APPLICATION DEVELOPMENT THAT PUTS USERS FIRST 

No matter which migration path chosen, agencies will need to decide how to develop and 
maintain applications on the new system. Technology is available to develop 
client/server systems that let government agencies manage all their information. Whether 
the work involves Windows, Macintosh, Motif, or character mode workstations, users can 
work in their most familiar environment, yet enjoy the power of the world's premier 
application development environment. With a single set of source code, organizations 
can build applications for all the enterprise platforms of trxlay, with the assurance that all 
tomorrow's technologies will also be supported. What this means is that this technology 
supports current investment in workers’ skills and existing systems while enabling 
agencies to make their best economic decisions on computing platforms, networks, and 
deployment. 

SECURING THE DATA WITHOUT SHACKLING THE USERS 

By their very nature, government agencies are called on to handle secure, sensitive, or 
proprietary information in their computer systems. The content and sensitivity of this 
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information vary and can include everything from tax records, corporate regulatory 
filings, and medical information to classified military secrets. At the same time, 
government, like the rest of the economy, is increasingly moving toward open computing. 
So the need to protect sensitive data must coexist with user demands for quick and easy 
access to data as though it were on a single computer - even when it is distributed across a 
variety of mainframes and servers. 

Our technology - the secure version of the Oracle database management system - 
provides security without compromise. It provides the high security required by 
government applications that process sensitive, proprietary, or classified information, 
while providing all the functionality, performance, portability, and interoperability 
agencies need for their mission critical information systems. 

EXTENDING SECURTTY ACROSS THE NETWORK 

The 50,000 LAN administrators I mentioned earlier are working on these ever- 
increasingly sophisticated distributed systems. There is an increasing need to distribute 
data through both local area networks (LANs) and wide area networks (WANs). With the 
increased distribution also comes a significantly increased exposure to theft or 
modification of data during transmission. Oracle has introduced technology today which 
has significantly advanced the state-of-the-art security in the client/server arena. Secure 
Network Services allows customers to easily protect the valuable data traveling across 
their networks from eavesdropping and data modification by unauthorized third parties. 

While our technology provides the high levels of security required within the data 
management system by government agencies, one area that has remained vulnerable to 
unauthorized access is the communications infrastructure that carries data between these 
secure "islands.” This lack of communications security is exacerbated by the increasingly 
distributed nature of modem information systems. We offer technology today that lets 
agencies easily and cost-effectively protect data as it travels anywhere on their networks. 

MAKE FUTURE SHOCK A THING OF THE PAST 

Just because you don’t know the future of computing doesn't mean you can't plan for it. 
With the right architecture, technology available today, and partners, agencies can be 
ready for just about anything the next wave of information processing brings. Who could 
have predicted how important multimedia would become Just a few years ago? As I 
indicated earlier, more than 90 percent of all data is unstructured - text, images, 
multimedia. Today’s technology gives organizations full control over this unstructured 
data. 

For example, we offer a suite of software, which includes our database, allows customers 
to store and retrieve audio and video as well as structured data and text. In the near 


5 



571 


future, when the Media- Server is integrated into the enterprise, it will, in effect, allow 
anyone to access any data any time from anywhere across the orgamzation. 

Oracle has developed a powerful new language processing technology will make the 
process of managing unstructured data easier for government computer users. ConText is 
able to identify themes and content in the English language text and extract the 
information specified as of interest to the user. For example, Oracle ConText can "read" 
a number of documents and systematically condense them into summaries and outlines. 
Examples of the documents that Oracle ConText can analyze include legal documents, 
patents and patent applications, technical and scientific journals, and newspapers. This is 
breakthrough technology which can be applied to making information out of the data in 
those 5.46 billion documents I referred to earlier. 

Object oriented databases represent promising technology which can hold the key for 
uses of complex, multi-data type environments, such as health information where the 
ability to look at all the data about a patient as an entity or “object” is so critical. Patient 
data today comes from structured data bases such as fmancial and administrative systems, 
radiology, analogously and spatially from measures and tests, in video from telemedicine 
and teleconsulting advancements, and in audio from dictated notes and measures. For 
example, wouldn’t it be wonderful if our family doctor could listen to our heart and, if 
heart tones were atypical, forward those actual, recorded tones to a cardiologist for 
special consultation without having to schedule another physician, move the patient, or 
redo tests already conducted. 

I have provided you with just a sample of the technologies available today for 
application to the reform efforts in the government. Judicious investment in these 
technologies, coupled with partnering between the government and industry, can 
effectively advance the ability of our government to truly provide Service to the Citizen 
and still look to economies of cost and operation. 

In conclusion I want to thank Chairman Clinger and the other members of this Committee 
for taking the lead in pushing for commercial product and other reforms in the bill H.R. 
1670. Oracle supports your bill Jtnd hopes your bill will be successfully retained in the 
Armed Services Authorization conference. Candidly we believe that your bill is superior 
in some respects, particularly the protest area, than alternatives proposed by the Senate. 
We believe the reforms in H.R, 1670 and last year’s FAS A bill will advance the 
taxpayers interests. Thank you again for the opportunity to provide this information to 
you. 
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Mr. Clinger. Thank you, Mr. Clements. Mr. Horn. 

Mr. Horn. Thank you very much, Mr. Chairman. Mr. Murphy, 
I’ve got to ask you a question first. At which California State Uni- 
versity campus did you receive your degree? 

Mr, Murphy. California State University at Long Beach, proud 
to say. 

Mr. Horn. I knew based on the quality of testimony that that 
must be true. 

Mr. Murphy. Thank you. Congressman. 

Mr. Horn. We’re delighted. Since you represent one of my favor- 
ite corporations and that corporation has been very good to higher 
education and you’re CEO — Mr. Beal, whom I did ask originally to 
testify or get someone on his behalf, happens to also be a California 
State University graduate of the San Jose campus. We’re always 
delighted to see people from Rockwell. 

Mr. Murphy. Thank you. 

Mr. Horn. And I was tremendously impressed with your infor- 
mation and presentation, also. But you’re going to have to educate 
me where Redwood Shores is? 

Mr. Clements. It’s 10 miles south of the city of San Francisco. 

Mr. Horn. I see. OK. Well, that made a little sense. 'There’s a 
redwood tree somewhere around there. I know there’s Redwood 
City, but it threw me a minute. Let me ask y u both the same 
question, because you’re right there on the curve of where you get 
something done in private industry. 

What were the greatest difficulties you had when you were try- 
ing to downsize and change the organization and how did you solve 
that difficulty? Mr. Murphy, do you want to start on that one? 

Mr. Murphy. Yes, The CTeatest difficulty, I think, was being real 
clear on our purpose and convincing people — which I believe you 
have to do, you can’t dictate change in an organization. You can, 
but you won’t get there, I don’t believe — is convincing — was con- 
vincing people or all of our people of the need for change. In order 
to do that, we had to be very clear on our purpose, its intent, where 
we were going with it, which was essentially to focus on our cus- 
tomers and our shareholders, and providing added value for them 
at all times. 

This took a tremendous communication effort with all of our em- 
ployees to understand this and to want to bring it about. It takes 
a recognition that change and reinventing your organizations — ^you 
know, as I look at the job of this committee, it’s very humbling to 
me because it’s such a mammoth task compared to Rockwell. But 
we had to recognize and we had to learn the hard way that people 
have to buy in. Change is uncomfortable. It’s not natural. People 
strive all their lives to bring stability to their lives, to be com- 
fortable with what they’re doing, and to change is just aggravating, 
agonizing for them. 

So our job is to make them comfortable with that and to free 
them up and to encourage them to question the status quo, which 
we’ve done. But that was a very difficult time and it took us quite 
a few years to establish that throughout the company. 

Mr. Clements. Well, as I indicated earlier in my testimony, Ora- 
cle is just about 18 years old and we’ve had the Iuxuiy, except for 
one small period of time, to continually be growing. But approxi- 
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mately 2 years ago, an element of operation in our corporation that 
became necessary for us was the need to globalize our operations. 
We operate in about 90 countries. 

What we were finding was our operations, in terms of our deal- 
ing with our customer case in these 90 different territories, was 
going on in 90 Afferent fashions. And so in our smart-sizing, if you 
would, we embarked on a globalization effort, which we believe has 
been highly successful, which allows Oracle’s visage to be the same 
around the world and allows us to have consistent customer inter- 
action anywhere where we’re doing business. 

Mr. Horn. One of the difficulties that corporations have faced 
when they’re downsizing is that many of their component parts, ei- 
ther as they acquired different companies and tried to integrate 
them into their own system, have completely different corporate 
cultures and I just wondered to what degree did you take that into 
account? Did you survey the employees and how did you deal with 
any problems that arose from completely different corporate cul- 
tures within the major organization? 

Mr. Clements. As you may recall from the press, we recently ac- 
quired a substantial portion of a business dealing with data 
warehousing technology and I think the approach for that has been 
quite a good one in that we began to actively intertwine the people 
of this new organization with ours. We had a formal program of 
helping them understand our corporate culture, of listening to 
them. We asked them what their goals were. We did human re- 
source leveling, if you would, with regard to those kinds of activi- 
ties. 

Of course, Oracle has not been a company that has had a great 
many acquisitions. Most of our effort has been done — we’ve done it 
on our own. But this one is a good indication of the fact that if you 
involve people early on in merging corporate cultures, and we did 
this also with the RDV product, I think you will find that, as we 
did, that people will be happy to be a part of it if you ask them 
and make their desires, to the extent you can, part of the business 
base. 

Mr. Horn. Mr. Murphy, do you want to comment on that? We’re 
very proud to have the Rockwell Space Systems Division and Dr. 
Bob Minor as its president in the 38th Congressional District. We 
have made it expand forever and not decline. 

Mr. MtmPHY. Yes, we hope so. We hope so, too. 

Mr. Horn. Winning that contract. 

Mr. Murphy. I was going to mention that of our 82,000 employ- 
ees, we have about 17,000 in California and about 3,500 in your 
district and we hope it will grow, too. 

Rockwell has grown through both internal development of our 
businesses, which has been the first priority, and, second, through 
several acquisitions. And if I look at Rockwell’s nine principal busi- 
nesses, for the most part, each one has its own — is a franchise of 
its own. It grew from an entrepreneurial business to a large busi- 
ness and very successful. They’re market leaders, and with this 
came periods of time where their own cultures developed. 

We believe that these cultures are a lot of the reason that they 
are where they are now. So we have not tried to take away or to 
merge our cultures, but rather to build on the strength of those cul- 
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tures. We have found, in a company like Rockwell, which is diverse 
and in so many different markets, that you really can’t cookbook 
a transformation and reinvention of your organizations and there 
really just is no silver bullet for change. We’ve tried it, we’ve tried 
to find it and in those cases where we have, it just hasn’t worked. 

But what we’ve attempted to do is to keep focused on, across the 
company, values like serving customers and shareholders. That’s 
our principal job. Adding value to those customers and sharehold- 
ers, Helping our customers reach their full potential, and freeing up 
people to participate and feel accountable for the work that they do 
and for reaching their fullest productive potential. 

We believe that this is a winning formula and this is consistent 
across the company. But within those values and principals, every 
business has different ways of bringing about their transformation 
and reinvention. 

Mr. Horn. One of our difficulties is obviously the Congress is a 
separate branch of government as opposed to your board of direc- 
tors, which can delegate to the administration, getting the job done. 
We’re in the situation where, if an executive branch, for political 
reasons, winning elections or whatever, regardless of party, wants 
to object to that, you have a real problem in downsizing because 
there’s no cooperation in terms of working with the employees at 
the grassroots, having those ideas flow up. 

Now, under the chairman’s leadership, we’ve held a number of 
hearings to be supportive of Vice President Gore’s efforts, because 
we, frankly, don’t think the administration is paying too much at- 
tention to his efforts. We think they should ancf those efforts are 
designed to obviously help achieve some of the goals you and I 
would agree on, whether it be a private business or a public entity. 

So do you have any advice, it you were in our boat, with frag- 
mented government control in the sense of constitutionally sepa- 
rate legislative branch, constitutionally separate executive branch? 
What’s your advice to work our way through that situation? 

Mr. Murphy. Well, that’s a difficult one for me. I would attempt 
to answer that, but it’s difficult because I’ve spent 34 years of my 
life with Rockwell and have been focused on products and cus- 
tomers and providing an environment for people where they can 
reach their fullest potential. That’s really been my focus. I just 
haven’t been there in terms of good government and don’t pretend 
to be any kind of an expert at all in terms of how the departments 
run and how you might go about downsizing. 

As I’ve thought about prior to coming here, there are such tre- 
mendous differences, as you point out, in governance. We have our 
board of directors and we make recommendations and they approve 
or they don’t approve, but most of the times they approve, if we’ve 
earned their confidence, and that’s what we have to do. 

Also, we can take actions and there are measurements on every- 
thing we do. So there is fast feedback. So we take actions. The 
feedback is we either did or we did not or were successful or were 
not successful and if we weren’t, somebody else takes our place. 
You don’t have that. So it’s very difficult. 

Mr. Horn. We’re trying to get there, may I say. We’ve looked at 
Oregon and other States that are way ahead of the Federal Gov- 
ernment in benchmarking, establishing performance systems, and 
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we have passed the Government Results Act and other things, 
under the chairman’s leadership, that will eventually give the exec- 
utive branch those targets to be moving toward and it will be much 
more like what you go through regularly and anybody that runs an 
organization would do it that way. 

Mr. Murphy. Right. And I’ll tell you, we are so supportive of 
what this committee is doing and what Congress is doing and we 
just totally support you and are very encouraged by what we’re see- 
ing. 

Mr. Horn. Thanks, Mr. Chairman. 

Mr. Clinger. Mr. SchifF. 

Mr. ScHiFF. Thank you, Mr. Chairman. I’m going to be very 
brief. I just want to make the observation that I think this has 
been some extremely important testimony. Of course, all the testi- 
mony and all the statements from citizens is important, but there 
was a very clear focus on two things here. The first is, from Mr. 
Murphy, what Rockwell went through is what we’re trying to go 
through. In other words, what is it you’re trying to do and decide 
that first and then decide how to get there. 

In our case, the stockholders, the shareholders, as you described 
them, are all the taxpayers and the customers are those portion — 
actually, all the taxpayers again, but in those programs that we are 
endeavoring to provide. It seems to me you start there. You start 
with how do we best serve the people we’re supposed to serve and 
then you can start looking at what programs should we have and 
what size and so forth. 

So I’m sure that was not an easy process for Rockwell, because 
certain ways of doing things became entrenched in a large com- 
pany, as they have in the government, but it’s something that has 
to be done. 

And the other, Mr. Clements, I want to say that I think if this 
leadership is going anywhere — ^we all know that policies are always 
debatable, what programs to have, not to have and so forth, how 
to fund them. You’ve heard the debate with us here today. 

But I want to say if this leadership is going anywhere, it is going 
toward the use of technology in the Congress itself and then in the 
Federal Government. For example, this is just one example, the 
congressional leadership is trying to put us all on-line. It sounds 
like a rather primitive concept now, does it not? But we’re still not 
there. So we still have, for example, if individuals want copies of 
bills, they write to us, we get a copy of the bill from the Govern- 
ment Printing Office or wherever it might come from, we mail 
them a copy of the bill, and so on and so forth. 

We ought to be on-line, so that if anyone wants to read a copy 
of a bill, presumably they have a computer terminal, they just read 
it the same as we read it. Similarly, we get questions about how 
we vote and so forth and a little of that is covered in the news 
media, but given the many hundreds of votes that we cast, actually 
veiy few are reported because the news media is limited in its time 
and space. 

There is no reason why there can’t be an instant access to that. 
If you w£mt to know how we voted on a certain bill on the House 
floor or in a committee, just access to it. That by itself would save 
an enormous amount of time, energy and motion that we just don’t 
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need to be doing. I’m just convinced that — now, I have to tell you. 
My brother holds a Ph.D. in physics and lives here in southern 
California, lives here in the Los Angeles area. He doesn’t know 
whether to laugh or cry that I, a lawyer, am a chairman of a sub- 
committee in science. But the fact of the matter is I may not be 
as technically trained, but I’ve got the idea and the idea is that 
technolo^ could increase productivity. And it’s already been dem- 
onstratea across the board in private business and we can adopt 
that, too, and that’s without getting to the policy differences that 
may separate us as legislators. We ought to have a common inter- 
est in using technolo^ to increase our productivity and I think 
that your company is demonstrating that usefulness to 90 countries 
right now and hope you’ll continue to demonstrate it to us. 

Thank you, Mr. Chairman. I yield back. 

Mr. Clinger. Thank you. I might announce that we are coming 
sort of kicking and screaming into the 20th century in our commit- 
tee. We are now on the Internet and we have a home page on the 
Internet and one of these days I’m going to learn how to get to it 
myself 

Just a couple of questions, gentlemen. One, you indicated, Mr. 
Murphy, that you had a substantial downsizing as a result of the 
reorganization. How, in terms of the human resources that had to 
be let go, how was that transition affected? What sort of efforts 
were made to ease that transition? 

Because I think the administration says 250,000 Federal employ- 
ees would be gone by the end of this term and we have even per- 
haps more grandiose ideas than that, but there is the human cost. 

Mr. Murphy. There is just no question about that. Downsizing 
is not free and substantial downsizing, as we have gone through, 
even though it’s been over a period of a lot of time, 10 years, is just 
agonizing. Again, there’s no silver bullet to this, but there are some 
principles that we followed that I think are very important. 

One is don’t surprise people. Be up front. Communicate to them 
way ahead of the downsizing what you’re doing and why. We found 
that if you do this and you’re up front with people and give time, 
that they can handle that kind of bad news. It’s never easy. They’re 
not happy with it, but they can manage it. So we have tried to do 
that. 

I can remember back in the days when I first joined the com- 
pany. In aerospace, we’d have reductions. This was back in the 
1960’s. We’d have reductions because a program would get canceled 
or something and we’d have to tell our people well, its Thursday 
and ^day morning you’re going to have to clear out. We just don’t 
do that. There is a cost to that. But we give time and, again, we 
try to be up front with them. 

Second, we’re respectful of our people, respectful of what they’re 
going through. We have spent a lot of capital on outplacement cen- 
ters, which would, first, mve them visibility throughout the whole 
company, around the world, in terms of open job vacancies; second, 
give them training on focusing on their strenrths and making those 
strengths available outside in other jobs and how to focus on that 
and how to market those. 

Third, we’ve invested in training for our people, where they need 
new skills, like information technology skills, programming and 
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that kind of thing. As I said, downsizing is not free. It’s expensive 
and we have invested heavily in it. I think it’s paid off for us and 
our people. 

I think the one thing you have to remember, and I think some- 
times companies forget, is that the people that stay are the ones 
that are going to cause you to be successful and they’re watching 
all the time. 'Their morale is going to be determined greatly by how 
you handle people and how you handle cutbacks. So I think that’s 
very important. 

Mr. CUNGER. Thank you. Gentlemen, both of vou, thank you 
very, very much for taking time out of your Saturday to come and 
share your views with us. We really appreciate it. 

We now come to the final portion of this hearing, which is an- 
other session for those who are left in our audience to give us their 
views. I’ll ask Mr. Schiff to pull a few numbers and call them out. 

Mr. Schiff. Using the last four numbers, 6172. Not seeing any- 
one come forward, 6185. 

Mr. Horn. Mr. Chairman, while someone is coming forward. I’d 
just like to recognize that the Mayor Pro Tern of the city of Dow- 
ney, where this committee has stayed overnight and loved the citv, 
Joyce Lawrence is here and I hear, Joyce, you don’t want to speak, 
but I just wanted them to know you. 

Ms. Lawrence. Well, I just came to listen, but I have my ticket. 

Mr. Horn. You’re tiying to win the lottery. 

Mr. Schiff. I’ll call numbers as fast as I can here. 6169. If 6175 
is here, you might start coming down, because that’s the next one. 

Mr. Von Moot. 'Thank you. I came to speak on an entirely dif- 
ferent subject, but Mr. Murphy and Mr. Clements 

Mr. Clinger. Could we ask you, sir, if you’d say your name first 
and if you have any affiliation. 

Mr. Von Mout. I’m Patrick Von Mout, chairman of the board of 
the National Health Federation, the oldest health organization in 
the country. We are fighting the FDA most of the time. They seem 
to do things that we don’t like. But, Mr. Murphy, I’d like to let him 
know that as an airline pilot and as a military pilot. I’ve used a 
CTeat many of his product, found them very reliable. For Mr. 
Clements, oefore Oracle ever arrived in Redwood Shores, I bought 
some homes out there, hung onto them, and now whenever my 
grandchildren want to go to college, I sell a house or put one or 
two of them through school. 

I know this is not the jurisdiction of your committee, but I would 
ask you to go back to Washington and tell your cohorts that they 
fired the wrong people when they cut back. Not that I’m against 
the cutback and each and every Senator and Representative had to 
make the decision of who to let go to get down to the goals. 

But the people that were let go were the ones that I had been 
talking to all of last year while we fought the Clinton health plan 
and tried to support the Hatch-Richardson vitamin mineral bill. 
And the people in the front line, the ones that answer the tele- 
phones, there used to be two people in every office answering the 

f thones and meeting you when you came in the door. Now, you’re 
ucky if there’s one and sometimes, at lunchtime, there isn’t any- 
one. 
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So the people that the public meets are the ones who were let 
go. Excuse me, I have a back spasm right now. But we just need 
to have access to people in the office. We don’t necessarily have to 
talk to the Senator or the Representative, but we do need to talk 
to the staff member and it’s very discouraging to have to spend 2 
or 3 days on the phone getting someone to talk to you. So if I may, 
go back there and tell them that. And you may have fought that 
fight in your own office. 

The other thing is that I look through all of the departments 
you’re going to do away with and with the exception of safety, I 
would ask that you get behind Congressman Bliley and Congress- 
man Bilirakis and do away with the Food and Drug Administration 
and their gestapo tactics of raiding doctors and manufacturers of 
vitamins and minerals. They don’t seem to pay any attention to the 
pharmaceutical companies that kill people or the doctors that kill 
people, but, boy, let some alternative physician make a mistake on 
his paperwork, and they’re down there trying to throw him in jail. 

Thank you. 

Mr. Clinger. Thank you very much. 

Mr. ScHiFF. 6175. 

Mr. Gale. My name is Kent Gale and I’d like to talk to you 
about, I think, welfare, both for corporations as well as for poor 
people is bad in terms of it removes the natural consequences of 
their actions and produces distortions which creates, in my view, 
most of the time, more problems than it solves. 

Like, for instance, when you subsidize farmers and ranchers for 
growing animal products and make meat a loss less expensive than 
it would be in a truly free marketplace, people consume more of 
those products than they otherwise would. And we have a lot of 
extra Health problems because of that and a lot of extra health 
costs. I think that it’s also a problem with poor people. I work my- 
self trying to help poor people and often when the government is 
subsidizing their problems and their bad habits and whatnot, it re- 
moves the impetus for change. 

I think often that government is cutting off the bottom rungs of 
the ladder to success for these people in terms of things like the 
minimum wage and also a lot of the zoning and building code laws, 
which, for instance, there is an organization called the Bible Taber- 
nacle in Venice, CA, where they help homeless people and give 
them job training. They have them studying the bible and a lot of 
these people were former drug addicts and criminals and they get 
out and get a job and become productive, and the government tmls 
them that they can’t allow them to sleep within their church sanc- 
tuary because it’s not zoned as a residence. 

There are a lot of these sort of interferences that — like the Rea- 
son magazine one time did a study comparing areas with zoning 
and building codes with those without, comparing the safety 
records and what differences there were in essentimly the same 
safety record. It was just that it cost about twice as much to build 
in areas with the zoning and building codes and zoning regulations. 

There are a lot of reasons that — ^you know, areas without build- 
ing codes for zoning people look more carefully into the contractor 
and persons doing the building and they might have somebody 
independently check it out in areas where they do have those extra 



579 


laws. People just rely on the government to take care of it and 
often there are things like bribes, and things like that that cause 
there to be problems there that there shouldn’t be. 

Mr. Clinger. Can I ask you to 

Mr. Gale. OK 

Mr. Clinger. Thank you veiy much. We don’t have much to do 
with building codes, but I think the principal applies in many 
areas. 

Mr. Gale. I understand. Thank you. 

Mr. SCHIFF. 6170. 6196. And if 6184 is there, you might start 
coming up front. 

Mr. WEBER. Good afternoon. I’m Bob Weber. I’m the chairman of 
the Libertarian Party of L.A. County and I would like to urge you 
to consider withdrawing American troops from overseas. In particu- 
lar, I think that with the demise of the Soviet Union is that there 
is no country in the world which poses any conceivable military 
threat to the United States and that much of our military spending 
is now essentially a jobs program in search of a purpose. 

In particular, we still have 65,000 troops in western Europe and 
a great many troops in Japan, with nothing to do, and in order to 
justify keeping these troops overseas is that the United States is 
now intervening in places like Bosnia, Somalia, and Haiti, where 
there is no conceivable strategic interest on the part of the United 
States. 

And I would also like to recommend to you a CATO Institute pol- 
icy analysis which recommends that the United States withdraw 
from NATO and it makes a good case that our military or that our 
national security would actually be increased by doing so. I recog- 
nize that there are some people who are very appalled at what goes 
on in places like Bosnia or places like Haiti or Somalia and uiey 
want to do something good, but I think that it’s fundamentally un- 
fair to take money from taxpayers, which, after all, is — we don’t 
pay taxes voluntarily, and use it to try to do good around the world 
when there is no benefit to the people that you’re taxing. 

And so far as actually intervening or actually doing good in these 
countries, I would like to suggest that they try to do so privately. 
If anybody wishes to strap on a parachute and sling an M16 over 
their shoulder and dive into Sarajevo, I would applaud their cour- 
age, although I would actually question their judgment. Thank you. 

Mr. Clinger. Thank you. 

Mr. ScHiFF. I believe 6184 is at the top of the stairs there. You 
have a microphone. 

Mr. COSTANO. My name is Ernie Costano. I am a consultant and 
counselor at the Disabled Resource Center in Long Beach, also a 
member of Californians for Disability Rates. My concern is that 
with the downsizing that you’re speaking of is cuts in Section 8 
housing and HUD housing and the ramifications of what could 
happen with that of people becoming homeless, because you can’t 
really live with a check of $615 and be able to rent fair market 
value rentals. 

So that we do need this subsidized housing and we just can’t — 
we want to avoid — we want you to keep intact the Brook amend- 
ment. Also, I’d like to speak on cuts on SSI. I have a client at the 
Disabled Research Center in Long Beach who receives $614 a 
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month, and she has to resort to selling her plasma at the end of 
the month just to get by. 

This is unfortunate. And now that the Governor is proposing 
SSP, State supplemental portion cut in her services or rather her 
income, it will be a $30 reduction. What more will she have to sell? 
How will she get by then? This is a true story and I can verify it. 

But touching bases on that, the main issue the downsizing, it 
seems it’s going to be hurting the elderly, the poor and the disabled 
and I really want you to look into it for us because we can’t afford 
any cuts. Thank you. 

Mr. Horn. Let me just say on that last comment that it simply 
isn’t true. It will not harm the disabled and the elderly. What it 
will get at — ^it happens to be a good friend of mine, as chairman 
of the Authorization Committee on Section 8, and what we are all 
after and what we all hear complaints about from our constituency 
are the young people in their 17, 18, 19 years of age that have 
often come into these Section 8 housing projects. Members of gangs 
disrupt the complete peace and quiet that the residents would like 
to have, and we are going to be dealing with that and we’re going 
to try to stabilize this situation so that people that do need help, 
not the people that are scamming. 

And I will tell you that while a lot of people on SSI deserve to 
be there, a lot of people are committing a major fraud of the tax- 
payers who are on there and we need to separate that out. That’s 
the job of the administration to do. So I don’t think you have to 
worry, if one has a serious situation in disability or one is elderly. 
We’re tiying to clean up some of those projects the best we can do 
by legislation and mandate that the administration carry out the 
law and keep the gangs out of those projects. 

Mr. Clinger. Thank you. 6305 and 6194 would be next. 

Mr. Briggs. Thank you. My name is Rod Briggs. I speak for my- 
self. I spent many years doing acquisitions, over 200, for a major 
corporation, worked through three downsizings. I commend your ef- 
forts here. It’s interesting that in business, we looked at a book 
called “Mega Trends” back in 1980 that predicted many of the 
things that are happening today. Businesses look forward to trends 
and some of the trends that are now coming to fruition with the 
government need some strategic planning. 

I would hope that you people who are now looking at the polls 
possibly with some down — some dissatisfaction, if you will, appear- 
ing in the polls, will not be discouraged from your task, because 
your task is being listened to by your customers, the consumers 
who are watching, CNN, On-Line, talk-back shows. People are be- 
coming much more involved as the citizens wanting common sense 
results. 

Downsizing, redefining government, very important and I com- 
mend you. Than^ou. 

Mr. Clinger. Thank you, sir. 6194. 6311. Ah, the mayor. We got 
you. I was going to exercise my prerogative and give you the chair 
here at some point. 

Ms. Lawrence. Thank you. Joyce Lawrence, Mayor Pro Tern, the 
city of Downey. I did not plan to speak today. I came to listen and 
I mel like I might have better input for you by talking now than 
at the beginning. Talking about block grants and change, I think 
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people — the question you just heard — we want our government 
lean, but we want to make sure it’s not going to mean. 

I think public hearings like this and the information that Con- 
gressman Horn so faithmlly sends out and has published does a lot 
to explain what you’re really trying to do. 

In our city, and I’m not speaking for city government now, I can 
only speak for myself, but in our housing division, where we have 
block grants from HUD, I do know that we spend an inordinate 
percentage of the money we get just administering it, which means 
filling out all the paperwork and the rigmarole that goes with that. 
I think you can trust us at the local level to spend that money — 
return it to the citizens in an appropriate way, if we will just kind 
of take off some of the reporting restrictions. 

And when Congressman Horn was asking about should there be 
a cap on it going to the States so it goes to the right place, yes. 
A post-service audit versus ongoing documentation, yes. Revenue 
sharing returned to, yes. And we do want the flexibility to achieve 
those program goals without all the reporting. It just stymies ev- 
erything. And tne same in our planning division. We have staff 
that spend all their time just meeting ml the air quality and all 
those other reporting things. 

We’re there. We’ll take care of our environment. I think we do 
a pretty good job of it. I guess that’s really all I wanted to say. 
Thank you very much. 

Mr. Clinger. Thank you very much for your comments. 

Mr. Horn. While the chairman is picking the next number. I’d 
like to introduce State Senator Theresa Hughes, long-time advocate 
of public education in this State and our neighbor slightly to the 
northeast or west. Welcome, Terry. If you’d like to say something, 
we have usually a shot of a minute, minute-and-a-half. 

Ms. Hughes. Thank you so very much. Congressman Horn and 
Mr. Chairman, for giving me an opportunity just to add my voice 
as a “me too,” expressing concerns about what you’re going to do 
and cautioning you to m^e careful that we all want smaller, more 
efficient and less wasteful Federal Government, but caution you to 
look at what we could cut and how it might affect us. 

Think of all of our crumbling highways, our prohibitively expen- 
sive health care and college educations, nighly polluted cities, heav- 
ily unkempt, even closed national parks, and dangerous airlines 
flying in our skies. We need to live in a country where government 
does not protect the health and the safety of only some citizens, but 
of all of our citizens. 

To that end, I am sure that you will attempt to cut waste and 
not vital and necessary programs that impact our lives daily. Yes, 
my senatorial district is just directly north of this community. I 
represent 714,000 people and I have an ethnically diverse popu- 
lation. But we here in this area are just reeling from the aftermath 
of cuts, the closures of our plants, the proposal for closure of the 
Naval Yard and many businesses exiting our community. 

We are really plagued with urban decay, high unemployment, 
and crime rates are just soaring. So as you cut and you do this nec- 
essary surgery, make sure that you leave the vital organ mecha- 
nism to make us be able to survive in our communities. Just two 
things I want to single out to you to look at. The fact that I was 
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informed that we have 140 million from the Federal Office of Fam- 
ily Assistance for use in counties for juvenile assistance centers, 
residential treatment centers, foster care and aftercare services, ju- 
venile camps and ranches. Be careful when you look at those. Be 
sure that you know what kind of risks we are going to run. 

The other thing that the Governor shares with me and the other 
people in our State is drug-free schools and safe schools and safe 
commimities. In California alone, these cuts eliminated a total of 
prevention and intervention programs for 55,000 students in our 
State, all student assistance programs for 3,000 at-risk students in 
our State and all programs supporting life skills education and par- 
ent-family education, all individual and family counseling, and 
many school personnel training programs. 

In fact, all of the programs established by Governor Wilson to 
make California schools safer and drug-free are also in jeopardy. So 
please help us. I have enjoyed working over the years with Con- 

f ressman Horn, as he continues to care about education and the 
inds of opportunities an educated populous is afforded by being 
productive citizens of our community. 

Thank you very much. This is the first time I’ve ever spoken be- 
fore a congressional committee and I think it’s wonderful that you 
have time limitations. I wish we had the same thing at the State 
level. Thank you. 

Mr. Clinger. 'Thank you very much. Senator. Appreciate that. 
We have, unfortunately, come to the conclusion of this hearing. It 
is now 2:30. We have had some remarkably excellent testimony, di- 
verse testimony. I think we’ve gotten a lot of very good suggestions 
throughout the day. As I said, we were in Seattle yesterday. We’ll 
be in Albuquerque tomorrow. So we’re getting a very good cross- 
section of opinions and some excellent suggestions. 

Before we conclude this hearing, I would want to, on behalf of 
the entire committee, thank Wally Bobcowitz, who is of the city 
manager’s office, along with Connie Zebo, Congressman Horn’s di- 
rector here at the Lakewood office, for all the hard work they did 
in putting on this hearing. Congressman Horn, we thank you for 
inviting us into your district and letting us hear from your con- 
stituents and others. I think we also want to thank all of you who 
are remaining here for participating and being here today. I think 
it’s been a veiy outstanding hearing and I am delighted that we 
all came. Thank you. 

Mr. Horn. We thank you for coming. 

Mr. Clinger. And the committee stands adjourned. 
rV^ereupon, at 2:30 p.m., the committee was recessed, to recon- 
vene at the call of the Chair.] 
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CREATING A 2 1ST CENTURY GOVERNMENT 


MONDAY, OCTOBER 9, 1996 

House of Representatives, 

Committee on Government Reform and Oversight, 

Albuquerque, NM. 

The committee met, pursuant to notice, at 10:08 a.m. in Audito- 
rium 100, Smith Brasher Hall, TVI Community College, Albuquer- 
que, NM, Hon. William Clinger, (chairman of the committee) pre- 
siding. 

Present: Representative Clinger, Schiff, Horn and Shadegg. 

Staff present: Monty Tripp and Kim Cummings, professional 
staff members; Judith McCoy, chief clerk; and Denise Wilson, mi- 
nority professional staff. 

Mr. Clinger. The Committee on Government Reform and Over- 
sight will come to order. My name is Bill Clinger. I am the chair- 
man of the committee and we are pleased to be here in Albuquer- 
que for our fifth hearing on fashioning a government that is going 
to be effective for the 21st century. We were in Seattle, WA on Fri- 
day and we were in Long Beach, CA on Saturday and we are here 
in Albuquerque today. Prior to this weekend, we have held hear- 
ings in New Jersey and in Cleveland, OH, and we will be in Char- 
lotte. So we are really trying to travel around the country and lis- 
ten to those that have been involved in the efforts of redefining 
their operations; how they can make their operations work better; 
cost less and be more effective. 

Before we begin to hear from our first panel of witnesses, I want 
to express my very deep appreciation to a very distinguished Mem- 
ber of the House of Representatives and the vice chairman of the 
Government Reform and Oversight Committee who has been tire- 
less in ensuring that we were going to have an outstanding hearing 
today, and that is Steve Schiff. We thank you very much, Steve, 
for being here and for arranging this meeting. [Applause.] 

I am going to ask him to make a few remarks in a moment or 
two here. 

The purpose of our field hearings is to learn from distinguished 
witnesses who have had direct experience in creating more efficient 
and responsive business and government organizations. Many of 
the success stories that we have heard that have related to the pri- 
vate sector can be replicated to some degree on the Federal level. 
We hope that the insights learned from their success stories are 
going to help us meet our own challenge to create a Federal Gov- 
ernment that is streamlined, innovative, responsive and far better 
able than the present model to lead us into the next century. 

( 585 ) 
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The Committee on Government Reform and Oversight wants to 
do more than talk about the need to streamline. We want to act 
on restructuring Federal agencies and departments to provide the 
results we think the American people expect. We are prepared to 
ask very difficult questions which confront the private sector daily. 
Does our organization meet the needs of our customers and can we 
effectively produce to the level of their demand? Too often we have 
heard stories that have indicated that the present structure is not 
very responsive to the needs of its customers, the taxpayers, and 
that is what we are trying to address. 

Our Federal Government agencies have CTown unchecked for a 
long time and the time for change is now. No longer will Federal 
departments and agencies expand in size and scope while the qual- 
ity of government service suffers. Taxpayers demand efficient serv- 
ice for their contributions to these agencies and we are pledged to 
the effort of smart-sizing the Federal Government to make service 
delivery systems meet the needs and expectations of all American 
citizens. 

Americans are painfully aware of bureaucratic red tape which we 
encounter when using the services of many of our Federal institu- 
tions. The Federal Grovemment today is nearly six times the size 
it was in 1930, and that upward spiral continues today. In fact, 
statistics show that the Federal Government spent $203 billion 
more than it took in in fiscal year 1994, equivalent to $797 for 
every man, woman and child in the United States. This persistent 
over-spending and growth must be stopped if we want our Federal 
Government to provide successfully for future generations of Amer- 
icans. 

Our task as lawmakers is to create, hopefully, smart le^slation 
that will focus the Federal Government on those essential functions 
that must be performed well on a national level. The fact is that 
many components of our Federal agencies can be more efficiently 
and cost effectively administered through State and local govern- 
ments or private sector means. This involves knocking down the 
walls of bureaucracy and building a government that performs only 
those functions which create meanin^ul and needed results. 

The witnesses appearing before us today have already met the 
challenge of preparing their organizations for the future, and we 
hope to learn from their experiences in creating our own 21st cen- 
tury government as we go into the next millennium. Through the 
contrmutions of these experts and the comments that we will re- 
ceive hopefiilly here today from the people of New Mexico, we hope 
to learn how innovation and a vision for the future can lead to a 
government that truly reflects the needs of its citizens. 

With that, let me again thank our witnesses who will be appear- 
ing; the audience who is here with us on a holiday and we are 
gratefiil for that; and my colleagues who have taken the time to at- 
tend this hearing and listen to what our witnesses and the people 
of New Mexico have to say. 

It is now my very great honor and pleasure to recognize your 
local representative on the Government Reform and Oversight 
Committee and the vice chairman of the committee. Congressman 
Steve Schiff for an opening statement. 

Congressman Schiff. 
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Mr. ScHiFF. Thank you, Mr. Chairman. 

First, I have a brief written statement that I would ask unani- 
mous consent to be made part of the record. 

Mr. Clinger. Without objection, so ordered. 

Mr. SCHIFF. And I have just a few personal comments to make. 
One is a personal welcome to you and to our colleague, subcommit- 
tee chairman, Steve Horn from California for being here. We are 
very honored that you have selected New Mexico as a site for one 
of wese hearings on designing a 21st century government and we 
are just pleased you are here. As you said, it is a very important 
hearing and a very important subject. 

I just want to take a moment to say how the witnesses and pan- 
els were put together here. We have three panels of witnesses 
planned and they are — and we will introduce them in a moment. 
First, a panel of State government officials. Second, we have a 
panel of local government officials and third, we have a panel of 
individuals who are testifying because of their non-govemment af- 
filiation. After the three panels, we then have invited several New 
Mexicans because of their unique positions in the community or be- 
cause of representing an important constituency in the community 
to address the committee for 5 minutes each. And if there is time 
following the three panels and the individuals who will testify for 
5 minutes, we will open the microphone so that anybody here who 
wishes in the time available can also address the committee for say 
up to 5 minutes. 

I want to say however veiy candidly and with some regret, we 
do not know where the timeframe will be. This particular hearing 
does not have all of the time flexibility that our other hearings 
sometimes have because we are due in Washington tomorrow and 
we all have to start catching planes here in the afternoon; there- 
fore, I cannot absolutely guarantee that there will be an open-mic 
time as much as I would like to have that. Knowing that would be 
the situation, I did arrange with the chairman to make an addi- 
tional part of this hearing, and that is, we contacted 28 organiza- 
tions here in New Mexico, some local, many with national affili- 
ations and invited them to submit written statements for the 
record. And we should have at the back copies of those written 
statements we have now and a list of the 28 invitees. We do not 
have our list here. I will make that available to anyone who wants 
to see it to demonstrate that we tried to get our best cross section 
of business organizations, labor organizations, professional organi- 
zations and philosophical organizations from all different sides of 
the political spectrum to get the widest possible inclusion of infor- 
mation. 

I have to add one more word on that. Some of the individuals — 
in fact, some of the testifying individuals and some of the organiza- 
tions have asked additional time. Mr. Chairman, I would ask unan- 
imous consent that the record stay open until this Friday so any 
individual representing an invitee organization or testifying could 
submit a written statement to my office and we will get it to the 
committee. 

Mr. Clinger. Without objection, so ordered. 

Mr. SCHiFF. Thank you. 
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Again, I want to say veiy candidly that we could have had any 
number of more panels; any number of more witnesses; any num- 
ber of more organizations from our State and we did the best we 
could to have the best possible cross section for the time we have 
available. 

Just a couple of final words, Mr. Chairman. I just want to thank 
the subcommittee — excuse me, the committee staff and my staff of 
my office for helping make these arrangements. And thank the 
president of TVI, President Sanchez for once again allowing the use 
of his facility. 

One final word. For those of you who have never seen a congres- 
sional hearing before, during tne 4 hours we are scheduled to be 
here, you may see those of us up front coming and going a little 
bit. Sometimes we have to check in with Washington and just see 
what is going on. I am trying to get our health care fraud Dill into 
the — some legislation going on right now I am trying to keep track 
of Sometimes representatives of the media need to leave to do 
other stories and they will ask us for an interview, so we might 
have to step out a few minutes. And I want to say that if you have 
never seen a congressional hearing before, I know that can be 
somewhat disconcerting and you wonder well, how could there be 
coming and going while people are testifying. And I want to state 
that no rudeness is intended in that. The way a conCTessional hear- 
ing works is, with no disrespect to the chairman, tne most impor- 
tant person at the hearing is the gentleman with the mask seated 
over on my left. He is not wearing the mask because he is here to 
rob anybody. I want to make that very clear. He is making a record 
of every word that is being said here and in due course this hear- 
ing will be printed and made available to all Members of Congress. 
And for that reason, the written testimony is of equal value with 
the oral testimony because everything will be in writing. So wheth- 
er testimony is spoken here by these witnesses or other witnesses 
or whether testimony is submitted in writing, it will all appear as 
part of the same testimony when the hearing is printed and dis- 
tributed to all Members of Congress. That really is the important 
part of a hearing, getting it all in the record so it is all distributed. 

With that, Mr. Chairman, thank you for the time you have ex- 
tended to me and thank you again for holding the hearing in my 
State. 

[The prepared statement of Hon. Steven SchiflF follows:] 



589 


Opening Statement of Congressman Steve Schiff; 

Let me begin by saying thank you to T-VI for use of their 
facility and to our panel members for taking time out of their 
busy schedules to testify before the Government Reform and 
Oversight Committee on the issue of "21st Century Government." 

I feel it is particularly important that this committee hear from 
a diverse collection of New Mexico's civic and community leaders 
since the interaction between the federal government and the Land 
of Enchantment is so significant in so many ways. 

It is also important at this time in our nation's history, since 
the new Congress has set about to re-examine the role of the 
federal government in everything from welfare to research U 
development . 

The hearing will consist of three panels, featuring state and 
local government as well as non-governmental entities. We will 
also hear from prominent individual New Mexicans. Further, 28 
organizations from around the state were also asked to submit 
written testimony for the record. 

These panels and witnesses were sought out with the idea in mind 
that we could get a fair cross section of interests and opinions 
from around the state. It could not be exhaustive due to 
logistical constraints, so I hope every group or individual feels 
free to contact this office with any additional input on this or 
any other topic. 

Within the overriding context of balancing the federal budget and 
retiring the deficit, there is still a lot of room for debate 
over the appropriate role for the federal government . And within 
ongoing programs, there is certainly room for improved efficiency 
and increased effectiveness. 

The $ billions wasted in health care fraud is but one example. 

And New Mexico has, I'm sure, much more in the way of 
recommendations for improving government. I look forward to 
taking what we learn from this hearing and applying it to the 
urgent business of government reform as we work to streamline and 
retool for a more responsive, effective 21st Century government. 


Steve Schiff 
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Mr. Clinger. Thank you very much, Mr. Schiff. 

I am now pleased to introduce a gentleman who is directly in- 
volved in the efforts of the Government Reform and Oversight 
Committee, which is charged with the overall responsibility of tak- 
ing a hard look at the way the Federal Government exists now, the 
various components of it, and determining which could better be 
performed at some other level of government, which could better be 
performed by the private sector or which should perhaps not be 
performed by any institution and should be done away with. He is 
the chairman of the subcommittee under the Government Reform 
and Oversight Committee having to do with government manage- 
ment and he has been holding a series of very interesting and very 
informative hearings on these issues and we are delighted that he 
was able to join us here today. Congressman Steve Horn from Long 
Beach, CA, 

Mr. Horn. Thank you, Mr. Chairman. I will forgo the pleasure 
of a statement. I want to hear from the witnesses, so let us begin 
the hearing. 

Mr. Clinger. At this point, I would like to ask our colleague, Mr. 
Schiff, to introduce our first panel. 

Mr. Schiff. Thank you for that courtesy, Mr. Chairman. I am 
pleased to say that our first panel consists of three very distin- 
guished New Mexico State government officials. First, I would like 
to introduce our Lieutenant Governor, Walter Bradley. He has had 
a very distinguished career in the private sector at Texas Instru- 
ments and at New Mexico Chem Search and other companies, as 
well as public service where he was president of the State Senate 
from 1989 to 1992. And while he was serving in the Senate, he was 
recognized by the New Mexico Association of Commerce and Indus- 
try with their highest rating for private business legislation. I wel- 
come you, Lieutenant Governor. 

Lt. Gov. Bradley. Mr. Chairman and, Mr. Schiff, thank you. 

Mr. Schiff. I’m going to also say that we welcome the — if I am 
remembering my New Mexico Constitution correctly, the third 
highest ranking official in New Mexico State government, the sec- 
retary of State, Stephanie Gonzales. Stephanie, we are very glad 
that you are here. Stephanie has been — before being secretary of 
State was the chief deputy in the secretary of State’s office and 
when I was district attorney, we would work together on a lot of 
voting matters when elections came up. I think that you run a fine 
office and I thank you for being here. 

And last, but certainly as they say not least, I would like to in- 
troduce the chair of the Children, Youth and Families Department, 
Dr. Heather Wilson. Heather and I have known each other since 
Heather moved to New Mexico and I have just been very impressed 
with Heather’s operation of the Children, Youth and Families De- 
partment and a number of just innovative ideas. I must admit that 
I have never heard of anyone going door-to-door before looking — 
you know, spreading the idea of foster homes that are needed. But, 
I think it is a great idea among others that you have. 

So on behalf of the committee, I would like to welcome all of the 
panel members. 

Mr. Clinger. We thank you very much. It is the custom of this 
committee because we are the principal oversight committee of the 



591 


House of Representatives to swear all witnesses so as not to preju- 
dice any witness. If none of you have any objection to being sworn, 
I will ask you to stand and we will swear you in. 

[Witnesses sworn.] 

Mr. Clinger. Your entire written statement as has been indi- 
cated will be included in the record. You can summarize as you 
choose. We will be timing you but do not worry if the alarm goes 
off. I mean, we are going to give you latitude on that thing. But 
just to try to move us mong, you will have 5 minutes and then 
whatever you need beyond that. 

So, Lieutenant Governor, why do you not lead off. And again, 
welcome. 

STATEMENTS OF WALTER BRADLEY, LIEUTENANT GOV- 
ERNOR, STATE OF NEW MEXICO; STEPHANIE GONZALES, 

SECRETARY OF STATE, STATE OF NEW MEXICO; AND HEATH- 
ER WILSON, SECRETARY, CHILDREN, YOUTH AND FAMILIES, 

STATE OF NEW MEXICO 

Lt. Gov. Bradley. Very good. Thank you, Mr. Chairman, Rep- 
resentative Schiff and Representative Horn. Do not start my 5 min- 
utes yet because on behalf of the State of New Mexico and the Gov- 
ernor, I have got to give you a welcome. 

Mr. Clinger. That is right. 

Lt. (^v. Bradley. I understand that you have planes to catch. 
If you miss one, we have got several balloons lined up. [Laughter.] 

Mr. Clinger. The prevailing wind is headed east. 

Lt. Gov. Bradley. Then it is not a problem. We can handle that. 

And as far as it being a holiday, you know, being from the pri- 
vate sector and now as an elected official, I do not know that we 
have holidays. We spend a lot of time working in the private sector 
trying to make a dollar in this wonderful country of ours, which by 
the way is a capitalist country and we believe strongly in capital- 
ism and profit is not a dirty word, and the Governor wants me to 
relay that to you. We are well on our way. 

Mr. Schiff. I think we are into your 5 minutes though now. 
[Laughter.] 

Lt. Gov. Bradley. OK, we are into it. 

Mr. Chairman, members of the committee, I do want to thank 
you for sharing this time with us because Grovernor Johnson and 
I firmly believe that last November the citizens of New Mexico and 
all across this Nation declared that they wanted a change. And in 
New Mexico, they elected two business people to run State govern- 
ment and our first charge was to appoint 16 new cabinet secretar- 
ies who were from the private sector. We intentionally went out for 
private sector oriented cabinet secretaries, staying away from the 
entrenched bureaucrats, if you will, people that had run them be- 
fore. And to each one of those administrators we gave them all the 
same charge, run your department like you would your own busi- 
ness and let us put business sense into State government. 

Now among those cabinet secretaries — and I am pleased to be on 
the panel with her today — is Heather Wilson, the Secretary of Chil- 
dren, Youth and Families. Quite frankly. Governor Johnson and I 
view Heather as a shining example of what we wanted to have 
happen to State government. I am not going to take a lot of time 
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because she is going to give you the details, but I want to talk to 
you just on the nighlights of what she has done in less than 1 year 
here. It is something that we think is very, very important. 

Secretaiy Wilson inherited a department that was both running 
a $2.2 million deficit and building a reputation for wasting money. 
This past June with the deficit gone, the Department of Finance 
and Administration told the Governor and I that Children, Youth 
and Families had a better handle on the budget than any other 
State agency. And here is what she did. She came in, looked at her 
department, reorganized it, took six divisions down to five or six 
agencies down to five. She had two deputy secretaries. She fibred 
that just one was all she needed. She did not need two of wiem, 
so she eliminated one and she redirected funds to provide 29 proba- 
tion officers out in the field. Getting them from behind a desk and 
let us go to work where we need to be, down in the trenches. She 
even gave up her own car, the company car. She was always pro- 
vided a State car, if you will, and she turned that in and said her 
Volvo drove just fine and she could drive it. But probably the most 
impressive facet of that whole transformation was that she is doing 
this on $22 million less than what her predecessor had asked for. 
Simply by looking at her organization, reorganizing it and making 
it more efficient and putting the service out where it should be. 

Now as important as we feel it is to have business-minded cabi- 
net members in State government, we recognize that real change 
is going to be effected in the trenches. So over the course of the last 
9 months, I have been meeting with our State employees in groups 
creating a dialog with them. And I have two questions that I ask 
them. The first question is, do you honestly believe that the major- 
ity of the people in the State of New Mexico view State government 
in a favorable light? And I do not hardly ever have a hand that 
goes up. The second question is do you like that? And I hope to God 
I never get a hand that goes up on that because quite honestly, no 
employee likes working for a company where their clients view 
them unfavorably. Then we start a dialog, and the dialog is we are 
here to change that. Because what we have to do is change an atti- 
tude. We have to change this adversarial position into one of serv- 
ice. I do not know exactly how we got here. It has been many, 
many years and it is what I refer to as the creepy, crimey, slimy 
sludge of government that has just infiltrated into business and 
private sector lives, and it is an attitude that has happened that 
has created this. We have gotten away from being a service com- 
pany to the point where the people absolutely distrust government, 
and we are going to turn that around and get out of this adversar- 
ial intention. 

Now if we do not have the employees on our side, the govern- 
ment employees, this will never happen. I want to tell you that the 
employees are reacting very favorably and they are working with 
us. They are giving us suggestions. I want to give you just one ex- 
ample, because we are inviting them to tell us where is the dupli- 
cation; what is going on; where can we streamline; what is happen- 
ing. 

I just discovered this year that in the State of New Mexico there 
are three layers of bureaucracy in order to get a lease from the pri- 
vate sector on a State building. An employee brought that to me 
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and said I do not understand why we are doing this because it is 
all iust duplication. Each set is duplication that we go through. 
And we examined it with Secretary Bethard and indeed found that, 
yes, there are three layers of bureaucracy and we are going to 
eliminate two of them. But in fact, we are looking now at going 
even further than that. We believe that we can privatize that whole 
leasing section and save the taxpayers a tremendous amount of 
money because in the private sector they do not have to disclose 
who tneir client is until they sign a contract. 

We found that when the State of New Mexico or a University or 
a State ^ency goes out to get a lease or to build a building or buy 
a piece of property, when the owner knows who it is, they are going 
to raise the price. I know, I did it. I was there. And all of us do. 
Well, if I do not know who that client is and a private sector broker 
comes in and says give me market value for these buildings, I am 
going to submit to you that we will save a tremendous amount of 
money. That was brought by an employee to us who was saying 
here, here are some problems going on. Employees do want to 
make this happen. They really do. 

Now probably one of the most useful tools that we have found is 
what you are doing here today, this focus group, where you are 
bringing in and you are getting real live stories of what is going 
on. Well, I have started — with the help of the Governor and several 
private sector organizations. Association of Commerce and Indus- 
tiy, National Federation of Independent Business People and the 
Chamber of Commerce around the State, I am holding hearings on 
what is called the Small Business Advocacy Group. Now, I nave 
one golden rule when we start these hearings, because I have been 
to a lot of these government hearings before in the past. And when 
I walk in, we do a head count and if we have more bureaucrats 
than we do private sector the meeting is over. It is done. Because 
I have been to a lot of those where the bureaucracy was in there 
to tell me how to run my business and that is not what this is de- 
signed for. This is designed for the people, the citizens of the State 
of New Mexico and the business people to tell us what is in the 
way. What can we do in State government to make it work for 
them, make them profitable? What is in the way, regulations? Any- 
thing is wide open. They are giving us the agenda that the Gov- 
ernor and I working with the cabinet secretaries have to fix. And 
not surprisingly, probably the big three things that we will hear 
and that you will hear from these people and citizens of the State 
of New Mexico is that there seems to be an adversarial position 
from the very beginning with government. There is an inconsist- 
ent of information. And the third thing is they do not feel — they 
feel they are over-regulated with duplications and triplications 
from Federal and State agencies. 

One example that I will give you on that is the BLM and Energy, 
Minerals and Natural Resources of the State of New Mexico. The 
BLM, we finally got an agreement on drill permits on land. We 
were requiring the exact same information that the Federal Gov- 
ernment was. We had two agencies coming in here, making them 
track the same things. We have an agreement now that the BLM 
will go ahead and copy their information to us. So that will elimi- 
nate us having to do it. But that is just one little tiny step and I 
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want you to understand that. But they want us to eliminate that 
duplication and those advocacy hearings are the w^ that we can 
make this happen if we as legislators and elected officials listen to 
what these people are telling us and then put it into practice. 

As I prepared my remarks for you today detailing my thoughts, 

I began to think of all those people out there who do not get an 
opportunity to come before you and talk to you when in actuality 
we talk to them on a daily basis. Every day we see them but we 
do not listen. Sometimes we are iust not listening to what they say 
and we do not utilize what they bring to us. And all too often, peo- 
ple involved in conflict are unable to resolve disputes in a sensible 
manner. Now as the ombudsman of the State of New Mexico, which 
by constitution the Lieutenant Governor is, I do receive a lot of 
these complaints. But quite frankly, in my office and in our admin- 
istration, we view complaints as an opportunity to resolve problems 
and to change the way we are doing business. So when I get these, 

I bring them in and I take them to the cabinet secretaries and I 
ask them to examine them and bring me back the data and tell me 
what is going on. Not one time will I ever instruct any cabinet sec- 
retary what to do because that is what they were hired to do. But 
what it does is it puts a focus on some of the — I call them ex- 
tremely stupid things that we do in State government and Federal 
Government. And when we focus on it, then we can revise it and 
change what we are doing. 

One last example on that issue. We had a complaint from a pri- 
vate sector business who was fined on an OSHA violation for a 
penalty that he could not find in the statutes or the regulations, 
a $5,000 fine. I called the cabinet secretary; the cabinet secretary 
took a look at it and same — called me back and said I cannot find 
it either. I called the legal staff and they said they could not find 
it. I went down to the inspector and found out well, it might be a 
gray area. Well a $5,000 penalty on a gray area is a pretty serious 
matter. And on further pushing, we found out that well, maybe it 
is not a violation but it ought to be. A $5,000 penalty and we can- 
not find it. I asked the cabinet secretary what he was going to do 
and he said, well, I think we ought to get out of it, and I suggested 
to him that well, maybe that would be a good idea. You know, 
maybe you ought to get one of those — have one of those attorneys 
of yours write one of those after-further-review letters and send it 
out. We have made a mistake. 

A couple of days later, I got a call from the legal staff that told 
me that they wanted to show me how they could go to court and 
maybe win pushing this. And I said, well, has anything changed? 
Has the secretary told you anything different? No. Have you found 
the violation? No. Then why are we going to court? WeU, we just 
think that we should be able to do this and we think we can make 
a case here. I said, well, would it not make more sense if you just 
went out to the industry and asked them to come in and partici- 
pate on trying to fix this? 

To make a long story short, what we had done I discovered, this 
legal staff said we have got one more problem and I said what is 
that? They said, well, we do not have a procedure for withdrawing 
the penalty. And I said, oh, so in other words the State of New 
Mexico has never made a mistake because we do not have a proce- 
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dure? Well, we do have a procedure, Mr. Chairman, now. We have 
a procedure for doing this, but the honest to God truth is — and I 
would like to leave you with this thought and this message. Gov- 
ernment should not be afraid to admit it has made a mistake. 
Never be afraid to admit making a mistake. 

Our employees should never be under the idea that they cannot 
admit that they have made a mistake. When we make a mistake, 
let us go forward. The cost to the taxpayers of the State of New 
Mexico to go to that hearing will run somewhere around $8 to 
$10,000. The cost to that business sector person to go defend them- 
selves against a violation that does not exist will be between $6,000 
and $7,000. You want to know why the cost of goods are high, look 
at the way we do business. Let us admit when we make mistakes 
and let us have our employees able to admit when we make mis- 
takes. 

With that, Mr. Chairman, I think I have taken a little bit more 
than my 5 minutes and I will shut up and stand for questions. 

Mr. Clinger. Thank you very much. Lieutenant Governor, for 
very provocative testimony. We really appreciate your being here 
today. 

Lt. Gov. Bradley. Thank you. 

[The prepared statement of Lt. Gov. Bradley follows:] 
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Mr. Chairman and members of the C ommitte e: 


Thank you so vety much for affording me die oppoitmiity to visit with yon today. Let me 
say that I find it hearteiiing that yon have made yonr way to New Mexico to tap into the 
cteativify of our people. 

Last November, the citizens of New Mexico elected two busineas people to ran state 
goveinment. Shoidy thereafter, 16 new cabinet members joined the administrahon, 
bringing with them years and years of private sector experience. To each of these 
Cabioet Secretaries the administrafiott gave the same charge. “Run your department like 
you would your own business.” 

Among those Cabinet Secretaries is our very own Heather Wilson, whom I have the great 
pleasure of standing alongside today. You see, in my opinion. Secretary Wilson 
exenqilifies what Governor Johnson and 1 had in mind when we asked &e people of New 
Mexico to allow ns to lead. 

Recognizing that Secretaiy Wilson is also going to address the commitiee 1 won’t linger 
too long on her accomplidunents of the past nine momlis. 1 would, however, like to 
highlight die fact that Secretary Wilson has consolidated the Department of Children, 
Youth and Families from six agencies to five. She determined diat one Deputy Director 
could perform die work of two and diat 28 probation officers helped more people if diey 
were out in the field rather than trapped behind a desk someplace. Secretary Wilson even 
turned in die keys to her “company car.” Perhaps the most impressive &cet of the 
transformation is dial it occurred in die &ce of a five milhon ioHsi budget reduction. 

As important as we feel it is to have business minded cabinet members in state 
government, we recognize that real change is effected in die trenches. Over die course of 
the past nine mondis 1 have been talking to small groups of state employees. These 
meetings are more than mere pep talk.s designed to chaige up the workforce. They 
represent our best chance to articulate die role we &el govermnent should play in the 
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lives of the people of New Mexico. As I am sure most members of the committee are 
acutely aware, government is largely distrusted by the people. We want to change that. 
That’s why we are forever encouraging state enq)loyees to cultivate relationsh^ts with 
private sector interests that evidence cooperative, rather than adversarial intentions. 

We also encourage employees to be pro-active in their efforts to streamline the process 
and make government more user friendly. After all, tiiese are the folks who have the best 
understanding of what changes need to be made. It is simply a matter of getting them to 
buy into the philosophy of this administration. 

Interestingly, one of the more useful tools we have used in gathering infannation has 
been the focus group. It is mterestiiig because the process is not all that nmeh different 
than i^hat we are here for today. For the past few roonlfas I have been traveling around 
the state condnetmg Small Business Advocacy Hearings. The express purpose of these 
hearings is to provide a forum for the people to both voice their concerns and suggest 
methods for improving state government In my estimation, these hearings are extremely 
worthwhile because diey draw paiticipadon from diosc who really do care about die 
“bottom line.” I find these participants inherently credible when they tell us we need to 
streamline state government throng better training, consolidation of depaitmenis, 
appropriate deregulation, and yes, privatization. 

As I prepared niy remarks to you today detailing my thoughts on restructuring 
government I began to think of those people out there who rarely have the opportuniiy to 
speak on the record to leaders like ns. And yet., we talk to them every day. Naturally, I 
am talking about those who seek our assistance in the area of constituem services. If we 
need any clue as to how we can make government better, these people should be our 
source. 

All too often, people involved in conflict are unable to resolve disputes in a sensible 
manner. As the state’s ombudsman 1 am often asked to examine instances in which the 
relationship between government and a private citizen has broken down. If I have any 
one principle that guides me hrough fiiese difficult situations it is “GOVERNMENT 
SHOULD NOT BE AFRAID TO ADMIT IT HAS MADE A MISTAKE.” In reliance on 
titis principle I often find n^self encouraging state agencies to correct situations in which 
they have exceeded heir charge. 

Today, I would like to ask fiiis committee to place his simple principle at he fbuodation 
of its efforts to make government better. 

Thank yon, I have kept ray comments deliberately brief so hat I mi fibt entertain any 
questions or comments you might have. 
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Mr. Clinger. Ms. Gonzales. 

Ms. Gonzales. Thank you, Mr. Chairman and members of the 
committee. Again, my name is Stephanie Gonzales and I am sec- 
retary of State for the State of New Mexico, a post in which I have 
served since January 1991. Let me take this moment to welcome 
you and the members of the committee to the Land of Enchant- 
ment. 

Mr. Chairman, I oversee an agency of State government com- 
prised of 34 employees that has an annual budget of about $3.2 
million. So as government bureaucracies go, we are rather small. 
However, thou^ our agency’s size may not be immense, this fact 
in no way diminishes the importance of our mission to the tax- 
payers and citizens of New Mexico. 

The Office of the Secretary of State oversees the election process 
throughout the State. This office is also the repository for filing — 
for a number of documents vital to the smooth and effective flow 
of commerce for the State of New Mexico. From the outset of my 
administration, we have been striving to find ways to provide serv- 
ice to the public in a faster, more efficient and effective and user- 
friendly manner. To accomplish this, my agency has not engaged 
in any downsizing. Downsizing would not have served the public’s 
interest. Over the last 5 years the legislature has expanded our 
mission in a number of ways, most particularly in the area of cam- 
paim reform oversight and administration. But I can say with 
pride that this office, the people in it have been doing much more 
with the same personnel and resources than ever before. 

To the extent that one might say that we have engaged in re- 
structuring, it has been through the smart introduction of new tele- 
communications technologies and introducing these technologies, 
we have been restructuring the way people perform their functions. 
Training them to use the new technologies and thereby improving 
their productivity. Mr. Chairman and members of the committee, 
it is in this way that we have successfully met the challenge of the 
expanded mission to which I had referred to earlier. 

If there is a basic theme that could be applied to what we are 
attempting to do, I would call it virtual government. Virtual gov- 
ernment is making our services and our information available and 
accessible to the public in real time easily and inexpensively. Our 
vision of this government seeks to meet the challenges to what we 
can only call a cyber future. 

For example, with respect to electronic commerce, we have made 
available on-line search capabilities of the data base’s index of fil- 
ings of secured loans under the provisions of the Uniform Commer- 
cial Code. This service has helped us cut costs and save time for 
the users of this information, most notably banking institutions 
and title companies, and soon, we hope to make available to the 
public on-line the capabilities of calling up digitalized scanned im- 
ages of the original source documents themselves. 

Ultimately, our goal is to incorporate full and fully the idea of 
EDI or electronic data interchange. With EDI, the initial UCC fil- 
ing itself can be conducted on-line. This means one time data entry, 
reduction of manhours and a revolutionary reduction of paperwork. 

Another area, Mr. Chairman — ^here is where we really are reduc- 
ing paperwork with our new electronic reporting system. This is 
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the system used for campaign — used for candidates in political 
committee campaign reporting. My staff has developed a program 
that allows candidates to compile their campaign reports on their 
own PCs and then file them in our office by simply dialing us up 
and transmitting the report over the phone line, '^at are the ad- 
vantages? No paper, reauction of errors and better service to the 
public which examine these reports on computer terminals in our 
office. 

Finally, Mr. Chairman, let me point out that earlier this year we 
established without the benefit of any additional appropriation nor 
added cost to the taxpayer a very useful and popular web site on 
the worldwide web. Possibly the most accessed feature of our web 
site is a cross referencing fisting of all the lobbyists registered in 
the State of New Mexico and a listing of all of the organizations 
represented by lobbyists. In addition, our web site makes important 
election information available to the public. It provides a complete 
roster of all the elected officials in New Mexico from State level 
down to the county level. Though I cannot mve you the exact num- 
ber yet, but we have nonetheless witnessed a significant reduction 
of requests for hard copies, either for the rosters or lobbyists list. 

Mr. Chairman, let me conclude by saying that our government 
must indeed change the way it does business and we know it can. 
Knowledge and technology must play the pivotal roles. The collapse 
of bureaucracy society in the Soviet Union occurred largely because 
it attempted to raise and have resistance against new technologies 
and its inability to incorporate new people empowering tech- 
nologies. I am one who believes that these are things only govern- 
ment can and should do. In both the first and final analysis, the 
people are the shareholders of this government and their elected 
representatives are the board of directors; accordingly, we in gov- 
ernment who serve the people simply cannot conduct ourselves as 
though innovation and creativity are solely preserves of the private 
sector. Regardless of whether we call the model virtual govern- 
ment, entrepreneurial government or whatever, we must contin- 
ually strive for improvement. To think and do otherwise would be 
a disgrace for our profession. Ultimately, it is the public employees 
themselves who will make a difference. 

Thank you for allowing me and affording me the opportunity, Mr. 
Chairman. 

Mr. Clinger. Thank you very much, Ms. Gonzales. As we have 
traveled around the countiy, it has been brought home to me that 
the States are doing a much better job in adapting to the new tech- 
nologies that are available than the Federal Government is. I 
mean, we are way behind the curve I think in that regard. One ex- 
ample, Congressman Schiff has been very active in trying to fash- 
ion legislation that would allow us to address the waste, fraud and 
abuse problem that exists in the Medicare system which is esti- 
mated to be anywhere from $26 billion a year, and yet we find that 
the technology we have in place at the present time is so anti- 
quated that we have no effective way to keep track of the bad guys, 
the people who are ripping off the system. 

Ms. Gonzales. Mr. Chairman, I do believe that the State of New 
Mexico is on the forefront of technology. 

Mr. Clinger. I very much appreciate your testimony. 



600 


Ms. Wilson. 

Ms. Wilson. Mr. Chairman, welcome to New Mexico. I have sub- 
mitted a statement for the record but I would like to highlight a 
few of the things for you before taking some questions. 

The Governor asked me the take this job 9 months ago to lead 
New Mexico’s Children, Youth and Families Department. He said 
that he chose me for my record of successfully managing people 
and resources. He hired me to turn around a trouble agency. While 
that challenge was certainly intriguing, I took the because I 
have a deep personal passion for children earned through personal 
experience. But you cannot turn around a troubled piiblic agency 
without putting together a team of professionals who are commit- 
ted to that task. Some of them showed up here today to help sup- 
port me and I want to thank them for coming in on their holiday. 

Some of my dream team here; Christine Romero, who is the divi- 
sion director for human resources and is putting family friendly 
policies into the workplace in the Children, Youth and Families De- 
partment. Debra Hartz who is committed to achieving excellence in 
child welfare, who we hired in from Albuquerque public schools, 
doing a great job. Terence Cady who is the general counsel for the 
department and is a counselor in the true meaning of that word. 
And a handful of folks from the Office of the Secretary who are 
tasked with keeping me in line — which is no small task. 

I also noticed someone walked in who is probably the most im- 
portant person in this room in terms of helping me do my job, Jay 
Hone, my husband. 

Let me summarize for you a few of the things we are doing in 
Children, Youth and Families. I took this job not having any expe- 
rience in social work but bringing a philosophy toward the oper- 
ation of government which I believe was very direct and fairly firm. 

First the role of government is limited and regulations and bu- 
reaucracies do not save children. People save children, one kid at 
a time. I believe in the value of responsible living and that adults 
and children must be held accountable for the choices that they 
make, otherwise they will be denied the opportunity to learn from 
those mistakes. 

I bring with me a disdain for bureaucracy which I think is ge- 
netic because it has not been shaken at all. I also bring with me 
a very strong belief in ethics and accountability in government. 
Dishonesty is a cancer which can destroy the best of organizations. 
As leaders we must be above reproach and our employees and the 
public must be confident that problems will be faced forthrightly, 
that we will tell the truth and that we will play by the rules or 
change the rules. 

The Children, Youth and Families Department has 2,000 employ- 
ees in 140 different locations scattered across what is, by geog- 
raphy, the fifth largest State in the union. We operate the Juvenile 
Correction System all the way from probation and parole to our in- 
stitutions for the most chronic serious juvenile offenders and 
35,000 children are arrested in New Mexico each year. We inves- 
tigate 25,000 allegations of child abuse and neglect each year. Of 
those, 7,000 cases are substantiated. We provide foster care for 
1,600 kids each day in New Mexico with only 600 licensed foster 
homes. We subsidize 46,000 meals a day for kids across the State 
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as we administer the Federal family nutrition program. And we do 
a number of other programs including the Children’s Mental 
Health Program’s managed care system here in New Mexico. 

We live in a low income State with a higher than average per- 
centage of children in the population. We have a birth rate to 
unwed parents that is a third higher than the national average, 
and troubling social factors like these are driving the increases, I 
believe, in juvenile crime as well as increasing problems with abuse 
and neglect. 

This department which I took over had been a target for criti- 
cism from the start. There were those who felt that the department 
ignored the rising tide of juvenile crime; that the department mis- 
used funds and was piling dollars on programs without demanding 
accountability from program managers. Within the department, 
employees who felt that retribution against employees who told the 
truth and voiced honest concerns was a problem. I needed to evalu- 
ate and reorganize the department quickly so that similar func- 
tions were organized together and we did that. In the third week 
of January shortly after — I think 18 days after taking over this de- 
partment, we annovmced a massive reorganization that moved from 
six divisions to five; that organized functions along the line of mis- 
sion and set the course for future direction. 

The department was only put together 3 years ago, and I think 
the problems were characteristic of any young organization that 
had been pulled together from different pieces of other government 
agencies. We had about six different maps of the State of New 
Mexico and whether you were in District 2 in the Protective Serv- 
ices Division, you might be in District 3 for the Juvenile Justice Di- 
vision. That kind of nonsense was something that we turned 
around immediately. While it was difficult for some, we now have 
one map of the State of New Mexico. 

We also set about crafting a statement of common values and re- 
fining the statement of our mission. When the Governor asked me 
if I would be willing to talk to him about running this agency, I 
read the mission statement. I read it again and again and I still 
could not understand exactly what this agency did. And it seems 
to me if a mission statement is not clear, employees and the people 
we serve will have no idea what we do. So we clarified that mission 
statement; developed a sense of common values, a written state- 
ment of common values of what we expect of ourselves and what 
our employees and the public may expect of us. 

We also established for the first time a strategic plan for the or- 
ganization establishing 10 goals with metrics and milestones for 
implementing those goals and assessing our progress. A strategic 
plan, which according to the chief of staff has now become the 
model for other State government agencies. 

We began !th a projected budget shortfall of $2.2 million and 
a scant 6 months to make that up. The financial controls and pro- 
cedures which you would expect would be in place for an organiza- 
tion of this size were not. We began moving budget authority and 
responsibility out to the management level. We established a budg- 
et development process which included detailed program reviews of 
every program in the department. We implemented fiscal controls 
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and process reviews from procurement to pre-audits where those fi- 
nancial controls were weak and needed strengthening. 

The program reviews I think were one of the greatest things that 
we have done thus far in the department in that we went through 
in detail everything that we did in the department, identi^ng 
those things which were working and needed strengthening and 
those things which were not and needed to be pruned back. What 
it allowed us to do was to set priorities within resource constraints, 
which is exactly what a budget should do. 

While these substantive changes I believe are important, there 
are also some symbolic changes which in some ways are some early 
victories that you need in turning around any organization in order 
to lead the way so that employees know exactly what the boss’ pri- 
orities are. And sometimes even those small victories in terms of 
making changes take on much larger proportions. We did go from 
two deputies to one. I turned in my State car, which probably is 
the thing that most people remember — things that people remem- 
ber most about me. I hope there are more substantive things in the 
long run. 

The office that I had been assigned, had a shower and was larger 
and better furnished that many of the homes I have lived in in my 
life. It has now been broken up into offices for three or four people 
and I have moved into more modest quarters. 

The stationery that the department had used was embossed with 
gold, and I thought that was a little bit dramatic. While it may be 
only a small thing, it turned out — the department turned out to 
have spent $50,000 on gold embossing on stationery in the last 3 
years. It seemed to me that in setting priorities, $50,000 for em- 
bossing of stationery was not where we should be spending our 
money. 

I also established an open door policy where any employee can 
have 15 minutes of my time and my undivided attention just by 
asking, and unless it is a legal matter or involved in some legal 
complaint process they do not even need to tell me what they want 
to talk to me about. 

We have brown bag lunches with the employees at the line level 
and we involve line employees in every major initiative — in the de- 
velopment of those initiatives that we have done in the depart- 
ment. 

Those kinds of open door meetings have led to some major re- 
sults, including shutting down a program which was giving cars to 
people who had abused their children. And taking the advice of a 
manager who had been trying to get attention for a long time and 
reworfcng one bureau’s budget to create an additional $1.3 million 
worth of subsidized day care slots without $1 of increase in New 
Mexico taxpayers’ money. 

We are also about to announce a massive change in our person- 
nel policies in the Children, Youth and Families Department. Com- 
ing from small business, I took great pride in having a flexible, 
family friendly workplace, and I found that the policies and the 
procedures that were in place in the Children, Youth and Families 
Department just did not come close. If we have flex-time that is not 
flexible, what is the point? And so we are going to significantly re- 
vise all of our personnel policies, to send a message to our employ- 
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ees that it is possible to take your No. 1 job seriously, which is 
being a parent, and also have a satisfying professional life. 

The most important project that we have announced and pursued 
in the last 9 months is the systematic overhaul of our juvenile cor- 
rection system, which we call “Restoring Justice.” It is a com- 
prehensive review and reform, to deal with a 35 percent increase 
in juvenile crime in this State in just the last 3 years. We are dan- 

S usly over-crowded in our institutions and 80 percent of our 
who do not go before a judge when they are arrested are in 
large part, just warned and released without any accountability for 
what they have done wrong. We are going to change that in the 
State of New Mexico, and we are proposing to the legislature in 
January a plan which would do so. 

At the risk of offending David Letterman, I have come up with 
my own top 10 list of things to keep in mind when turning around 
a government agency and trying to make it better. 

No. 10 — Expect excellence. If you do not expect excellence, you 
will get what you expect. 

No. 9 — ^What gets measured gets done. And that is directly relat- 
ed to our strategic planning process. 

No. 8 — Never tell people how to do things. Tell them what to do 
and let them surprise you with their ingenuity. 

No. 7 — Encourage disagreement until the point of decision. You 
will be surprised at the number of people in government who are 
afraid to tell the truth, and have to be actively encouraged to dis- 
agree. 

No. 6 — Enlist the line employees. They hate the bureaucracy 
more than anyone. 

No. 5 — ^Words and symbols matter. 

No. 4 — Clarify the vision. What are we trying to achieve and 
what is our strategy for doing so. 

No. 3 — Bold moves are easier than minor corrections. 

No. 2 — Hire creative non-conformists. They will get the job done. 
And No. 1 — ^The job is not to row the boat, the job is to steer it. 
This is the toughest job that I have ever had. I also enjoy it very 
much, but I have to tell you that a friend of mine recently did an 
informal survey of business executives. One hundred percent of 
them think that government needs to be fixed. Not one of them was 
willing to give up their industry jobs to fix it. We need more people 
who are willing to cross the line, to take the cut in pay and to fix 
things, whatever their reasons may be. 

Thank you for your time and I would be happy to answer your 
questions. 

[The prepared statement of Ms. Wilson follows:] 
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10 a.m. 

Mr. Chairman and members of the Committee; Welcome to New Mexico and thank you 
for giving me the opportunity to visit with you about my experience in making an 
executive department of state government work better.. .for our employees, for the kids 
who rely on us for help, and for the taxpayers who are paying the bills. 

I would also like to welcome you on behalf of the Governor, Gary Johnson, who is unable 
to be here today. He is personally committed to "taking the dumb" out of government 
and I am happy to help him do so. When the Governor asked me nine months ago to lead 
New Mexico's Children, Youth, and Families Department, he said that he chose me for 
the job because of my strong record of successfully managing resources. He hired me to 
turn around a troubled agency. 

But, I took the job because I have a passion for kids. ..earned through personal experience 
as a foster parent, then an adoptive parent, to a child whose early years were scarred by 
neglect and abuse. I know first-hand the price kids pay when they are betrayed by the 
adults who should have loved them most...just as newspaper headlines routinely report 
the price all of us pay for failing to intervene effectively in the lives of troubled kids. 

While I did not bring to this task a resume with any social work experience. ..I've had 
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experience negotiating arms reductions with Soviet generals, and working with senior 
executives in defense and scientific industry, but none delivering social services in a 
diverse, rural state.. .1 did bring a philosophical foundation which informs each decision 
I’ve made and which continues to guide the Department as a work in progress: 

The Role of Government — Bureaucracies and regulations don't save 
kids. That happens at the community level one kid at time.. .and 
requires the active support of churches, schools, organizations like 
4-H and Scouts, and neighbors who care about each other and their 
community. Most of all, it requires moms and dads. Government 
doesn't have enough money, or enough "soul," and never will to solve 
every kid's problem. What state government has to offer is technical 
services, such as juvenile justice facilities to protect public safety, or 
licensing authority to assure child care providers meet at least 
minimum health and safety standards, or a system to investigate 
reports of child neglect and abuse and licensed foster homes to keep 
kids safe. 

The Value of Responsible Living - Adults and children must be held 
accountable lor the choices they make; insulating them from the 
consequences of those choices denies them the opportunity to learn 
from their mistakes and dooms them to repeating mistakes. 

Responsible living means for example, in the case of the kid who 
shoplifts a candy bar from the neighborhood Circle K, that instead of 
being "warned and released" by a probation officer, the kid will be 
required to perform at least a few hours of community service. A first 
offense.. .which usually means it's just the first time the kid has been 
caught.. .is the community's first opportunity to impress on a youngster 
that even a child has obligations, and that stealing is wrong. 

Responsible living means that parents, or the extended family, must 
participate in the rehabilitation process. Responsible living means, 
in the case of unwed parents, providing support for the baby, and that 
support will include both moms and dads. 

A Disdain for Bureaucracy — The hardening of the arteries which 
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builds up over time in government institutions which are only 
indirectly accountable to the people we serve is inherent in the way in 
which government— particularly in social service agencies-operates. 

It is a disease which must be fought every day by people intent on 
making go\ emment work— and there are some functions government 
must prov ide-not just by fixing individual problems but by- 
restructuring the way in which government functions. 

Fthics & Accountability — Dishonesty is a cancer which can destroy 
the best of organizations. We must, as leaders, be above reproach 
personally and professionally. Our employees and the public must be 
confident that problems will be faced forthrightly; that we will tell the 
truth; and that we play by the rules or change the rules. 

The New Mexico Children, Youth, and Families Department, created just three years ago 
of bits and pieces from various agencies and the governor's office, has more than 2,000 
employees in 140 offices at 90 locations scattered across what is — in square miles - the 
fifth largest state in the union, the Department has a budget of more than $200 million. 

The Department is responsible for: 

► Operating the state's juvenile corrections system which is straining to cope with a 
35 per cent increase in juvenile arrests in just three years while relying on two 
routinely overcrowded facilities, none of which provides high security... for 
residents or staff 

» Investigating more than 25,000 allegations of child abuse and neglect each year, 
and providing services in the 7,000 cases which are substantiated. 

► Providing for the 1,600 kids each day who need foster care with only 600 licensed 
homes available. 

► Serving 46,000 meals every day to kids across the stale as we administer the 
federal family nutrition program. 


3 



607 


► Subsidizing day care for more than 7,200 kids whose families are among the 
working poor, and those on welfare. 

► Operating the managed care system for children's mental health services. 

► Providing a range of services, from licensing child care facilities to abuse and 
delinquency prevention programs. 

New Mexico is a low-income state with a higher than average percentage of children 
comprising our population. Our rate of births to unwed parents is one-third higher than 
the national average, rapidly climbing toward 50 per cent. Those two factors, combined 
with an expected growth in population as more Americans discover the enchantment of 
living in New Mexico, imply that we will be confronted with increased juvenile crime, 
substance abuse, poverty, and other social problems as we head into the new century. 

Other state agencies certainly do important work. The Highway Department fixes 
potholes and makes sure the no-passing stripes are visible. The Human Services 
Department makes sure that the welfare checks go out on time. The Corrections 
Department tries to keep predatory criminals off our streets. It is important to do all this 
well. 

But, for me, the Children, Youth, and Families Department is about touching the next 
generation and shaping our future. 

Like any young organization, this Department has growing pains which are no reflection 
on the competence of employees and has nothing to do with the change of Administration 
from Democrats to Republicans. It takes time, and creative leadership, to forge unrelated 
bureaus, offices, and units into a Department...with a clearly defined mission. 

This Department had been a target for criticism right from the start.. .from those who 
thought the Department ignored the realities of growing juvenile crime while pursuing the 
whimsical notion that kids from toxic families could be taught to sing and dance their 
way to happy lives. ..from those who believed the Department tried to solve problems by 
piling more and more dollars on them without demanding accountability from program 
managers.. .from those who accused the Department of fostering a culture of retribution 
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against employees who voiced honest concems—from prominent Republicans who 
concluded that the Department had become a haven for liberal social activists and should 
be abolished. It was a long and growing list. 

So. I needed to evaluate and reorganize the department quickly so that similar functions 
then scattered across several divisions could be consolidated by mission requirements. 

The result was that six divisions became five, with all persormel functions consolidated in 
a Human Resources Division, all financial and administration functions combined in the 
Financial Services Division, various prevention-oriented and educational programs 
combined in the Prevention and Intervention Division, various social services joined 
under the more-aptly titled Protective Services Division, and the juvenile correctional 
facilities combined with juvenile probation and parole services in a single Juvenile Justice 
Division. 

All of that may seem like ordinary common sense, but it was a siruggle I.et me share 
with you just one example of what made it so hard. Every section ot the Department had 
a history, and each of the old divisions had a map which reflected that history. Elements 
of the juvenile corrections section divided the state into districts which conformed to the 
judicial districts. Elements of social services which came from the old Human Services 
Department, or the old Department of Health, used the district maps from those 
Departments. The result was that when someone mentioned that there was a problem in 
District 2, 1 wouldn't know if we were talking about correction’s District 2. which would 
be Albuquerque, or social services' District 2, which might be Santa Fe. I believed there 
was both practical and symbolic value in one department having one map of the state 
divided into districts everyone agreed on,. .and while there w-as real resistance, we got it 
done. 

After getting one map, the next step was to craft a statement of common values, which we 
did; then, with input from line workers, senior managers met to clarify the mission of the 
Department and to build a strategic plan, with metrics and milestones and a defined 
schedule to monitor our progress. 

A major criticism of the Department had always been that money was, at best, 
mismanaged. I was confronted at the beginning with a projected budget shortfall of about 
$2.2 million with a scant six months to make it up, and the more 1 learned about various 

s 



609 


financial issues — many of them uncovered with the help of fhistrated employees — the 
more clear it became that the Department needed to take a new approach to how we 
handled the people's hard-earned tax dollars. For one thing, too few employees had any 
real understanding of the budget process, or how to make decisions guided by the budget 
framework. That will change because we are moving budget authority... and 
responsibility. ..out to the managers, most of whom in the past routinely were kept in the 
dark about what their budgets were. If knowledge is power, budget knowledge — 
centralized in the hands of a few people — is absolute power.. .the consequences of which 
have been thoroughly established. 

Financial controls and processes fi'om procurement to pre-audits were very weak and 
needed strengthening. There was little connection between budget and program and no 
mechanism for investigating improprieties. 

As part of a new budget development process, this summer we did program reviews 
which included the basic information about each program, how that related to the mission 
of the Department, and a measure of the program's effectiveness. 

There is, among social activists in particular, a method of evaluation called "process 
measures." So, a program manager might set a goal of sending out 10,000 pieces of mail 
and spending $10,000. The process measure simply asks if 10,000 pieces of mail were 
sent, and if all the $ 10,000 was spent. If the answer is yes, the program is a success, and 
a budget request for another $10,000 -- or usually more - is submitted. 

Not on my watch. 

As program managers discovered, I find process measures completely useless. I'm in 
favor of outcomes measures, which answer the questions; How did the program change 
behavior and how do we know that? If we didn't change anything, why are we doing 
this? Is there something we can change to make this work? In the case of prevention, do 
we have sound longitudinal research to suggest this kind of approach will work? 

Among the results of the program reviews was the discovery of several outstanding — but 
often obscure — programs which do an excellent job and deserve more funding One 
example is our Teen Parent program which has sharply reduced second pregnancies 
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among participants, and now is getting national attention for its creative and 
non-tradldonal approach to guiding kids toward responsible living at low cost. 

llie best consequence of the program review was it allowed us to set priorities within 
resource constraints. 

While substantive changes certainly are important in helping any organization become 
more customer friendly while achieving cost effectiveness in service delivery, symbols 
are an important part of the strategy, too. 

InBpsi^Aivt, I bdtwvta, Luvv ui tuiy clUjii Lo clioiigc on 

organization, and to publicize those victories. Sometimes, even small victories... in terms 
of making changes... take on large proportion.s. 

I said right at the start that I was deietimned to move resource.s from the top of our 
organization out to the front line workers deliveriug services lo kids who had nowhere 
else 10 turn. To make clear my commitment, I started with my own office. 

There were two deputy secretary positions, so I abolished one and used the resources to 
put an additional probation officer to work in a southwestern community with a growing 
juvenile crime problem and over-burdened probation officers. I.atcr, with the .stroke of 
my pen, I was able to redirect some other funds to hire 27 probation officers and reduce 
caseloads from as high as 107 for one officer to an average of about 40. Still higher then 
the national average, but an improvement. 

1 turned in the state car assigned to me and said the taxpayers were paymg me enougli for 
me to use my own car and buy my own ga.s. 

My office liad a shower and wua larger, and betler furnished, (han many homes I have 
lived in. I moved into more modest quarters and my old office has been subdivided into 
space for several people. 

I noticed that the Departmenfs stationery was decorated with a gold foil seal, which was 
.standard on business enrds for nnyrrnr. who wanted some I decided to abolish gold-plated 
business cards and letterhead and was surprised to learn that move was going lo save the 
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Department at lea<!t $50,000 a year. We no longer order letterhead stationery at all 
because it can be generated — along with the letter — by computer. I explained that while 
this was a small amount of money in a $200 million budget, it was enough to buy school 
supplies for the kids in foster care and extra milk for day care centers. In changing 
organizations, tliesc syiiibuU arc an important signal of the new boss's priorities. 

1 announced that ony employee could have 1 S minutes' worth of my uuJividcU ollcnliun 
.simply by requesting an appointment. They wouldn't need approval from their supervisor 
and, except for issues being addressed though some legal process, need not disclose the 
subject of their meeting in adtranca. Mow that workoro hovo diooovorod that it's net only 
safe, it's often productive, to take advantage of my Open Door, Tm getting much more 
feedback from the people who do the real work of this DepartmenL I supplement the 
Open Door policy by having Brown Bag Lunches which are held in various offrccs and 
which anyone can attend. The results of these efforts include shutting down a program 
which was giving cars to people wlio had abused Ihcir children; and, by taking the advice 
of 8 manager who had been trying to get aMeiitiou for her idea for years, reworking one- 
bureau's budget to create an additional $1.3 million in subsidized day care slots. 

As n smnll business owner. I took pride in creating flexible, family-friendly policies based 
on the concept that what matters is what people do.. .not when they do it, or where. 

People arc more productive if given flexibility for parental responsibilities. You utighl 
think this Department would have been the most sen.sitive in .state government to fiimily 
concemsi, but it wasn't. So. with the enthusiastic help of an employee committee which 
worked out the details, I've initiated family-friendly and flexible leave policies so that 
people can fulfill their most important job — being good moms and dads — while feeling 
good about their work commitment 

The most important project we have launched in the itine months since I took this job, 
however, is a systemic overhaul of our juvenile corrections system... "Restoring Justice". 
Drawing on the experience of the 750 employees in our Juvenile Justice Division, we 
have gathered mfoimation from across the nation a.s well a.s from New Mexico's judges, 
pmsfwitors, legislators, and others who are concerned about making the system work 
better. The result is a plan which incorporates everything from new facilities to enlisting 
volunteers at the community level to work with kids in trouble, getting a 30% increase in 
edacity tor a 10% increase in personnel. This is a dramatic change from the system we 
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have now, and shifts the focus from simply locking kids up to trying to get them on the 
righi track early on so dial we don't end up with our system just being a way station as 
thoy make their wny over the brekea bodies and lives of Uicii victiuj!. Into Uic adult piiion 
system. 

1 believe that this Department can really change the future of New Mexico in three ways: 

*• By making the juvenile corrections system effective in getting more kids on the 

right track to productive and responsible lives In their communities. 

► Ry achirving ewellenec in child weltare. 

> By making government work from customer services to manager accountability 
for performance. 

In thinking about what I've learned in the last few months about how to make a 
government agency work better, I've come up with my own " fop Ten" list; 

10. Fxpect excellence. 

9. What gets measured gets done. 

8. Never tcU people how to do things; tell them what needs to be achieved and let them 
surprise you with their ingenuity. 

7. Encourage disagreement until the point of decision. 

6. Enlist the line employees. They hate bureaucracy more than anyone. 

5. Words and symbols matter. 

4. Clarify the vision. 

3. Bold moves are easier than minor corrections 
2. Hire creative non-conformists. 

1 . The job is not to row the boat; the job is to steer it. 
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This is the toughest job I've ever had. it is not easy to tum around troubled govennnmt 
agencies. Tlic llmiiaUoue luv much mure stringent then in private business— luuiiaiiuus 
which include archaic personnei systems, the political context in which we do our work, 
and the short time in which we know we will be here A fiiend recently did an infonnol 
poll of business executives 100 per cent of them think government needs to be fixed. Not 
one of them wn.s willing to give up their industry jobs to fix it. We need more people who 
are willing to cross the line, take the cut in pay, and fix things...bccausc they can, because 
they believe it is impcalant, because of some personal experience which gives them 
inordinate determination to make a difference. 

Thank you for your attention. I would welcome the opportunity to respond to any 
questions you might have, either here today or in writing later, whichever works best for 
you. 
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Mr. CuNGER. Thank you very much. I think your top 10 list is 
an excellent one and one that we could certainly apply at in the 
Federal level as well. 

Congressman Schiff. 

Mr. Schiff. Thank you, Mr. Chairman. 

I am going to be brief here just because we have other panels 
and witnesses waiting to testify. We could spend all of our time 
with this panel, I think that is pretty apparent. I thank them for 
testifying. 

I am going to bring up one matter with each of our witnesses. 

Secretary Wilson, first of all, I have to say I was impressed with 
your top 10 list. I do not know that we will ever see it on the David 
Letterman show, but I think it was very impressive. But the one 
area you mentioned a little earlier that I believe is the fact that 
you are tiying to establish goals and milestones. I have to say that 
is unusual in government agencies, and in fact, that is often a frus- 
tration for government employees who are looking for how they are 
to be evaluated for their own career progression and for their own 
responsibility for their work in an agency. And I wonder if you 
could tell us a little bit about how that is going 

Ms. Wilson. Mr. Chairman, Congressman Schiff, I think in the 
packet in front of you, you do have a copy of the strategic plan for 
the Children, Youth and Families Department. We began, as I said, 
by clarifying — ^this is a classic strategic planning exercise, which I 
was familiar with from private life. And while there is a disclaimer 
on the front page talking about how ambitious this is, as my divi- 
sion directors will testify, I tend to be an ambitious person, and 
there are very few things that I use as management tools — the 
strategic plan is one. 

There are 10 goals identified in there for things that we want to 
achieve. If I were to highlight two of those, it is the cost-effective 
expansion of the juvenile corrections system, and to achieve excel- 
lence in the provision of child and adult protective services. We de- 
veloped strategies for each of those goals and then outcome meas- 
ures, which are not process measures for how much money we put 
in, but what are we — are we actually seeing an effect of what we 
have done. We meet quarterly to review our progress, both on the 

f >lan, which is the milestones for implementing strategies, and then 
ooking at the metrics for what kinds of results we are seeing. 

We also tie the strategic plan to our budgeting process in the 
sense that when we went through our program reviews, one of the 
key things that every program manager was to brief on was the 
connection of their program to the strategic plan and to the depart- 
ment’s mission. 

So the strategic planning process is tied in to our budgeting proc- 
ess. It is probably my most important management tool within the 
department. 

Mr. Schiff. Thank you. 

Secretary of State Gonzales, I want to say that I was very im- 
pressed with your emphasis on technology. This is now I believe 
our fifth hearing in this series, and if there is one subject that we 
have heard over and over again, by at least one person at each of 
the hearings, it is the use of technoloj^ to increase productivity. 
And I think it is very clear that the U.ST Government is still some- 
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where probably in the 1890’s, 1940’s if it is lucky, compared to not 
only obviously private industry, but to many State and local gov- 
ernments in terms of bow it functions. 

I just want to say I think if ever there was a non-partisan issue, 
it is technology to improve whatever it is an agency is doing. Just 
one example, and that is people want copies of bills in Congress, 
they call us or write to us and we get the bill and we mail it to 
them. If we would simply put our lemslation on line, then anybody 
with a computer terminal could read bills while we read bills and 
save all these obviously unnecessary steps. 

So I want to compliment you for bringing that to our attention. 
Is there any particular area of technology that you have found most 
constructive in your office? 

Ms. Gonzales. Mr. Chairman, Representative Schiff, I think the 
Office of the Secretary of State has taken a strong interest in what 
is going on out there. Any technology is needed, we have to stay 
on top of what is coming out because no sooner we are using one 
piece of information and overnight it could become obsolete. S^o we 
need to stay on top and in the forefront of everything. And I do be- 
lieve that the office has come a long way. I see my job as one of 
giving information, and we have certainly done that. Not all the in- 
formation is up on line, but phase by phase, it will be there, sir. 

Mr. Schiff. Thank you. 

Lieutenant Governor, although there is a lot of debate right now 
in ConCTess on this issue and how to go about doing this, there is 
a broad agreement — and I think across the political spectrum — that 
Washington is trying to do too much right now, that Washington 
has taken over almost every activity of government. And not only 
those who believe that government maybe should not be doing cer- 
tain activities, that it ought to be left to the private sector, there 
is a very strong view that there are a number of government func- 
tions that ought to be performed by State and local government 
rather than a one-size-fits-all Washington approach. 

It has gotten to the point where I can tell you that in meeting 
with constituents, if they bring up a State or local government 
issue and I try to explain to them, “well, we do not do that in 
Washington” — there are still a few things we do not do — ^not many 
perhaps but a few — and I s^, “You know, you do have an elected 
Governor and other State officials and an elected legislature,” they 
literally look at me like I have the proverbial holes in my head. It 
is quite obvious that the public has become very acclimated toward 
thinking of government only in Washington, and just not giving 
due regard to the elected officials who are right here in New Mex- 
ico, whether they are on this panel or your colleagues in State gov- 
ernment or city and county officials. 

Now my point is, in some way I am positive that some different 
programs now in Washington are on their way to State govern- 
ments. I am not positive which programs yet or in what manner, 
we are still debating that. But I am sure they are coming, whether 
it is total control of Medicaid or welfare or greater control over Fed- 
eral spending, we go to grants more than we go to strings attached. 
My question is, in your judgment after decades of power, govern- 
mental power — I am going on a little bit at length here, I know, 
but let me say for the sake of argument, a program the government 
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ought to be doing, that we would keep within government, after 
decades of government functions moving to Washington, do you be- 
lieve the State of New Mexico and the other States are ready and 
organized enough to take these responsibilities back? 

Lt. Gov. Bradley. Mr. Chairman, Representative Schiff — svithout 
a doubt. We are already duplicating it, and that is where the rub 
comes. What your scenario is saying is where the problem is. We 
have Energy, Minerals and Natural Resources, does the exact same 
thing as BLM. We have Human Services, does exactly the same 
thing as Medicare/Medicaid. We have total duplication of Federal 
and State programs. And what is happening — and of course, the 
public is totally confused between Medicare and Medicaid, they do 
not know the difference. So everything has come in as one. It is one 
government, is what they are seeing. So that part of your scenario 
IS absolutely true, and that is the reason the focus from the public 
is Washington. When in fact they view State government as, “well, 

I am not sure if the State is here” except when you go out, interest- 
ingly enough to the business sector. They will tell you the dif- 
ference because they are having to run duplicate paperwork on the 
exact same programs. They know the difference. 

Are we ready? Absolutely we are ready. There is not one — I do 
not know that there is any major program that has been proposed 
of late by the U.S. Congress, be it welfare, Medicaid/Medicare, the 
land issues, none of those. We write our own grazing contracts, we 
write our own mineral, natural resource contracts separate from 
BLM. All this duplication. There is no reason that the State of New 
Mexico is not prepared to come right in and take it over, if— I will 
give you this caveat — if the Federal Government, when they give 
us those programs will take out their administration. If that is not 
done, we have accomplished nothing because if we get these pack- 
ages that come in here — and I speak on it this way, three points; 
(1) give us base line 1995 on any of these programs; (2) cut out the 
Federal paper trails that we are duplicating, and efforts; and (3) 
when we save money, which I believe we will, do not penalize us, 
let us put it in a trust fund. We are ready. 

Congressman — Mr. Chairman, Congressman Schiff, it is all sit- 
ting there. 

Mr. Schiff. It sounds like you are not only ready, you sound fair- 
ly eager, to me. 

Lt. Gov. Bradley. Absolutely, we are eager — as a matter of fact, 
we are eager. 

Mr. Schiff. Well, my view of the Federal Government, again ac- 
knowledging the fact that there is legitimate debate over which 
programs snould be where, of programs government should be 
doing, you know, I find enough from foreign affairs to the military 
to national scientific research that I think would keep us more 
than busy. 

Lt. Gov. Bradley. Yes. 

Mr. Schiff. If we were not doing so many other things. 

Lt. Gov. Bradley. Mr. Chairman, I would submit that hopefully 
you would spend more time on those issues you just brought up 
and let us — what is the sense — ^where is the delineation between a 
State rescue helicopter that cannot land in a forest because a U.S. 
Forest Service is sitting out there saying you might hurt a blade 
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of grass or a tree? I mean, things have gotten absolutely absurd 
from this overlap of authority and who is doing what. We happen 
to believe in the State of New Mexico quite strongly that we can 
rule our own land a lot better than the Federal Government and 
we believe we can take those issues you are talking about. 

Mr. ScMFF. I am going to take one more second if I may, just 
to emphasize a point you alluded to. That is, the public may want 
to see us doing more of things. I think that this debate is broader 
than I have o^n seen it presented. Yes, there is an issue of what 
should government get out of, that can be done more efficiently in 
the private sector. Second, there is a legitimate issue of what gov- 
ernment service can be best performed by State and local govern- 
ment. 

But in my view, there are certain fimctions that are best per- 
formed by the national government. And just one, in my judgment, 
is scientific research. I cannot see — not States through universities 
of course are involved, but the national planning and financing of 
broad scientific research, in my judgment, requires a national level 
of planning. I do not think each State can be planning its own 
science. The same way with health care research. I think health 
care research needs to be planned nationally. And it is my view 
that what the public wants in the way of more efficient government 
can be downsizing in some areas, but increasing in other areas 
where they believe we can be and ought to be effective. 

Lt. Gov. Bradley. Mr. Chairman, Representative SchifF, I agree 
with that. The honest to God truth is that the every day citizen 
that is sitting out here, they do not know any more about that re- 
search than we do, but they do believe it ought to be done, and I 
think your scenario is absolutely correct. What they are concerned 
about is down here in the trenches where they are trying to make 
a living. That is where their rub comes in of too intrusive a govern- 
ment. My personal opinion is that your No. 1 charge in the U.S. 
Congress is defense of our country and I think that involves all the 
aspects that you are talking about. 

Health care research, we certainly do not have all of that, and 
you have got 50 States you could pull off of that you ought to be 
planning to work with, instead of coming down and trying to micro- 
manage the every dav life. I will give you this one example that 
just blew me personally away, and I have used it before and I un- 
derstand now it has been repealed. But a few months ago, I was 
on my way to Clayton, NM, and I heard on the radio that tbe EPA 
had just discovered that the aroma of baking bread contained etha- 
nol and that is dangerous for us. So they are going to write regula- 
tions on how to bake bread. Now I am going to submit to you that 
the public does not believe this is something that our Federal Gov- 
ernment ought to be dealing with. They ought to be dealing with 
defense issues, they ought to be dealing with — OK, if etbanol is a 
serious problem — what they ought to be dealing with is the cancer, 
where are we with the cancers, where are we with the AIDS pro- 
gram, where are we with these. You are going to come down and 
tell my grandmother how to bake bread? Come on, give me a break. 
This is where it has gone. Now I did understand that Senator Do- 
menici told me that the EPA did make that statement but they 
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have now backed off and they are not going to do that. But that 
is how absurd we have gotten. 

Mr. SCHIFF. Thank you, Mr. Chairman. 

Mr. Clinger. Thank you. Congressman Schiff. Congressman 
Horn. 

Mr. Horn. Thank you very much, Mr. Chairman. I have enjoyed 
the testimony of all three of you, but I would like to concentrate 
on Secretary Wilson. You have made a very impressive statement. 
How many Federal programs do you have that money flows 
through your department for implementation? 

Ms. Wilson. Mr. Chairman, Congressman Horn, about 54 per- 
cent of our budget — ^my department is a $200 million budget — 
about 54 percent of it is Federal funds. A significant portion of that 
comes from Medicaid but we also have a large number of other pro- 
grams including the Federal Nutrition Program, the Child Care 
and Development block grants, child care support for low-income 
working families as well as those working off welfare. So there are 
a variety of different programs. But in gross numbers, it is a little 
over $100 million. 

Mr. Horn. Does your agency directly administer those funds at 
the local level, or do you have a partnership relationship with the 
counties and possibly the cities for implementation, and could you 
define those? 

Ms. Wilson. Mr. Chairman, Representative Horn, in this State 
most of those programs are operated by State government. There 
are some block grants that are passed through to local govern- 
ments but for the most part — ^for example, our family nutrition pro- 
gram is run by State government, contracted out to providers or li- 
censed child care centers. So it is principally at the State level 
rather than county or city. 

Mr. Horn. Does your agency administer the county welfare pro- 
grams? 

Ms. Wilson. Mr. Chairman, Representative Horn, the welfare 
payments are made by the Human Services Department. They cut 
the checks. In our department, almost all of our case management 
is eligible for some Medicaid funding for kids who are abused and 
neglected. Kids who are in our custody get Federal funds for being 
in the custody of the State as abused and neglected children. So all 
of the kids — we operate the single point of entry managed mental 
health care system in New Mexico, and almost 92 percent of those 
kids are Medicaid eligible. That is a $70 million program. 

Mr. Horn. I want to get straight in my own mind, in terms of 
what we think of as the FederaVState/county partnership in wel- 
fare, where sometimes the counties put up the money for general 
relief to tide people over, but you have basic State and Federal pro- 
grams. Welfare is administered by another agency in the State gov- 
ernment? 

Ms. Wilson. Mr. Chairman, Representative Horn, the welfare 
payments are made by the Human Services Department. 

Mr. Horn. Who does the casework evaluation to see if a person 
is eligible? 

Ms. Wilson. The eligibility is done by the State Department of 
Human Services, except for child care, which is done by my divi- 
sion. 
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Mr. Horn. Is done by yours. Because the next question, which 
is what I am leading to, just figuring out how it works, is when 
we devolve these, in many States you have large State bureauc- 
racies, and the real work is done at the county level or the real 
work is done at a city level or a special district level, depending on 
program. And so my query to you perhaps will not get the answer 
I am seeking, but I am seeking to what extent is the State willing 
to cap the amount it skims off the top when it is the counties, let 
us say, in some of these areas that are doing the real work. Now 
my mother happened to be a director of county welfare for the 
State of California, and she had half the county budget, and that 
is in the 1940’s and 1950’s. 

The question though is if we move from the Federal Government, 
get that money moving to the States, we really do not want an- 
other big State bureaucracy, which we have in Sacramento. You 
might not have, but we have in California. We want that money 
getting down to help people. So the question comes, when these 
bills hit the floor of the House, should some of us be offering 
amendments to say the State may take no more than 10 percent, 
5 percent, or whatever percentage it is? What would be the reaction 
for those Federal programs you do have flowing through, if any go 
down to the local level? 

Ms. Wilson. Mr. Chairman, Representative Horn, in New Mex- 
ico — I know it varies State by State — in New Mexico, most of those 
functions are handled by State government and we have — ^for ex- 
ample, my office has county offices and local offices throughout the 
State. So it is going to vary State by State. In New Mexico, it is 
largely done at the State level. 

My biggest concern, and I will be direct about this, is that many 
of the regulatory controls and the strings that have been attached 
at the Federal level are not going to change, because they are done 
by regulation, not by law. And until we get rid of the regulators, 
the thousands of people who have spent their lives writing Medic- 
aid regulations, nothing is going to change. I could fill my office 
with regulations on Medicaid, and those flow down to the 12 kid 
group home in Clovis, NM, where they spend 28 percent of their 
budget just trying to comply with onerous Federal regulations. I do 
not want to see us take the Federal guidelines on Medicaid and 
erase the cover and put New Mexico guidelines on Medicaid. We 
do not want to have Medicaid, a junior version of it, here in New 
Mexico. We need to rewrite the book. And to do that, we need to 
get rid of the large Federal bureaucracy, or nothing is going to 
change. 

Mr. Horn. Well, I agree with your whole point on getting away 
from process and looking at output in terms of goals achieved. And 
there have been some very exciting experiments as we have had 
before our committees and subcommittees. So in the case of New 
Mexico, you are willing to say, look, give us the money and say 
here are the goals we must achieve and then let us go achieve 
them. That is fine with me. So thank you. 

Mr. Clinger. Thank you. We are delighted to have been joined 
by Congressman John Shadegg from the great State of Arizona, a 
very valued member of the Government Reform and Oversight 
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Committee and one of the most dynamic members of the freshman 
class of the 104th Congress. 

John, do you have any comments or questions? 

Mr. Shadegg. Well, thank you, Mr. Chairman, and thank you for 
those kind remarks. Now I have to try to live up to them. I apolo- 
gize for being late, I was unavoidably detained in getting here, 
even though Arizona is closer than I guess anybody but Steve 
Schiff came from. 

Let me follow up by saying I guess in some ways I bring you 
greetings from the freshman class of the 104th Congress. And lis- 
tening to you, Ms. Wilson, I think you would fit in that class quite 
well. I do not know if you are considering running for Congress, 
but — [laughter] 

Mr. Clinger. Steve hopes not. 

Mr. Schiff. I hope not, not in the near future anyway. 

Lt. Gov. Bradley. Wait a minute. Congressman. We have her 
hired on contract. 

Mr. Shadegg. Well, when you talk about doing away with whole 
Federal bureaucracies and not just picking up the Medicaid regula- 
tions that we currently have and passing them down to the States, 
you are talking the way 1 think many members of my class feel. 
But I will tell you it is not easy to achieve that. 1 think it is not 
easy to achieve that because of fear, fear of change. So many people 
saying well but if the Federal Government does not do it, will the 
State. And you would not believe the number of people who troop 
through my office and say gee, we think this idea of returning au- 
thority to the States and to the localities and the people is wonder- 
ful and we like your ideas of reinvigorating the 10th amendment 
and we are really thrilled with that, out we have this one program 
that applies to us and it really is very good. So you really should 
not include it in all of that because it is working and we are com- 
fortable with it. 

And so we get great resistance to change and it does not seem 
to carry us vep^ far. 

One of the initiatives of the freshman class has been to propose 
that we should abolish the Department of Education. We initially 
proposed the abolition of three separate cabinet level depart- 
ments — that appears not to be going to occur this year. If we are 
lucky, we will get rid of one, the Commerce Department. And even 
in getting rid of any agency, you really wind up identifying those 
functions in that agency that perhaps the Federal Government 
should not be doing at all, and those functions which should be 
passed down to the States and localities and those functions which 
really do need to be done by the Federal Government and get shift- 
ed out somewhere else. 

I guess my question of you, reading your background and seeing 
your involvement with children, is to ask you to focus for a minute 
on the Federal Department of Education, and tell me what you see 
it achieving or not achieving, tell me where in your position you 
are able to perceive some value coming from the Federal Depart- 
ment of Education or whether or not you do not see that. Just I 
gpiess your general brush. I have you make a broad sweeping state- 
ment about Medicaid regulations, which I liked. I am wondering if 
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I can get you to make a broad sweeping statement about the De- 
partment of Education I will like. 

Ms. Wilson. Mr. Chairman, Representative, something tells me 
you may have been talking to Congressman SchifF about my inter- 
est in public education and the education of children. You can prob- 
ably get me to make a broad sweeping statement about the Depart- 
ment of Education, not only at the Federal level but at the State 
level. It is my belief that the best — that the control of education 
should be in your neighborhood school. I happen to be a strong be- 
liever and would like to see in this State a significant reform of 
public education in the State of New Mexico, devolution of author- 
ity to the local level, greater involvement and accountability to par- 
ents, because I think and have read quite a bit about systemic edu- 
cation reform. 

There are very few things, in my view, that the Department of 
Education does at the Federal level which are of value in the class- 
room. And that is the standard. There are some things in terms of 
finding experiments that work and promulgating the information 
about those things, but I am very strongly of the opinion that local- 
ities should be controlling the education system. And that goes far 
beyond the Federal level, it goes to the State level as well. I hap- 
pen to be a believer in vouchers, starting with vouchers for at-risk 
kids. At day 40 in the State of New Mexico, we have the head 
count for the number of kids in school and it determines the fund- 
ing formula. On day 41, 42 and 43, the number of referrals for 
chronically truant kids to my department goes through the roof. It 
is my view, that the money should follow the kid and when we 
have at-risk kids who are failing miserably in the schools where 
they are, that we should give vouchers to those kids to go to pri- 
vate schools if we can save them. 

So there are a variety of things I think we need to do in edu- 
cation, all of them happen in the school and not in a Federal bu- 
reaucracy in Washington. I vote with you. 

Mr. Shadegg. Interesting you should bring that point up because 
the Governor of my State, Governor Symington, has just made 
front page headline news by proposing to abolish the State Depart- 
ment of Education. I am not certain that I agree with him on that 
proposal, I have not looked at it closely. I have great respect for 
our superintendent of public instruction, who is not sure that he 
is right about that, but who, to her credit, has said she could do 
with probably 40 percent fewer people than she has because she 
believes, I believe as you do. 

Let me ask you, as we confront the issue of trying to bring about 
change at the Federal level, you have obviously confronted that in 
some of the changes you have achieved, what strategies — and I 
guess maybe I will direct this to the whole panel — what strategies 
have you identified that work in trying to alleviate people’s fear 
about changes in government and particularly about downsizing or 
re-examining the role of government. Because what we always get 
is the argument, people — ^for example, I have fought vigorously to 
end the &>als 2000 at the Federal level, not because I do not be- 
lieve in some of its objectives, but because I simply do not believe 
the Federal Government has a role in education. And I would see 
us not only end the Department of Education but then leave that 
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money — ^first of all, send that money back to the States to begin 
with, but then ultimately get to a process where we do not take it 
to Washington at all. 

But in any event, we have to overcome people’s fear and when 
we propose abolishing the Department of Education, they say oh, 
my gosn, but in some States they will not educate kids the way we 
think they ought to be educating. And I think that is our biggest 
challenge, at least for those of us working at trying to change the 
role of the Federal Government. So I am interested in any strate- 
mes you have that can assist us in achieving that fight. I think we 
know where we want to go, the question is how do we get there. 

Ms. Wilson. Mr. Chairman, just let me throw out three things 
that are important in that regard. There were rumors during the 
campaign and the time that I took this job, that the agenda was 
to abolish the Children, Youth and Families Department, tremen- 
dous fear about that and anxiety among employees. My advice in 
those circumstances and when you are facing tremendous change 
is. No. 1, communication is critical, with your employees and the 
public, on where you are going and why and you have to keep 
pushing that message home. 

Second is boldness. I had only been in this job 3 weeks when we 
announced the massive reorganization of the department. That put 
to rest most of the concerns about where we were going because ev- 
eryone knew, they had the road map. So there is fear of the un- 
known as well as fear of what might be reality. And so if you can 
put the unknown behind you, you solve many of those problems. 

And third is the involvement of line employees. In every major 
initiative we have done, everything from redoing our personnel 
policies to restoring justice, we have involved line employees from 
a broad cross section of the department. This is not just a top-down 
answer, it is a bottom-up answer. And the communication through 
the grapevine does much more for you than you could ever do if 
line employees were not involved. So it disperses some of the dis- 
trust. 

But if I were to choose one of those three as the most important, 
it is the importance of communication. 

Mr. Shadegg. Ms. Gonzales. 

Ms. Gonzales. Mr. Chairman, Congressman, the Office of the 
Secretary of State has no authority over the State Education De- 
partment, but what I would like to say is that the employees in my 
office, they are aware that there is an open door policy, a lot of the 
innovations that have occurred in my agency have come from the 
individuals themselves. I take a great deal or time to listen to their 
ideas and go along with them as long as they work. If they do not, 
then we look for something else. But as far as innovation in the 
office, the employees come in and we talk about it, they run off 
with that and we follow up. 

Mr. Shadegg. If I could just follow up with a brief question. Your 
office administers the election laws? 

Ms. Gonzales. We oversee elections, we also handle a variety of 
filings that are very crucial to the commerce and industry of New 
Mexico. We are also the oversight and administrators of the ethics 
and campaim reform. And so although we are a small agency, we 
have a lot of responsibilities. 
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Mr. Shadegg. On the issue of one-size-fits-all, have you had any 
difficulties with the Federal motor/voter law? 

Ms. Gonzales. No. As a matter of fact, it was implemented here 
in New Mexico back in 1992. The sponsor of that bill was then Sen- 
ator Marty Chavez, now Mayor Marty Chavez. And so we started 
with motor/voter back in 1992. The agencies have been very cooper- 
ative, the cabinet secretaries see to it that their employees have 
been doing their responsibility, and it is going very well, sir. 

Mr. Shadegg. Thank you. 

Ms. Gonzales. As of January this year, we have had over 38,000 
new registered voters. 

Mr. Shadegg. In Arizona, we had motor/voter ahead of time. 

Mr. ScHIFF. Would the gentleman yield for a moment. And I 
know have to move on here to the next panel very shortly, but I 
just want to say, Ms. Gonzales, I just want you to know I said in 
every State we have had testimony about technology, in every 
State we have had testimony about the motor/voter act and it has 
all been negative, except your observations, especially on two 
items. One is that officials like yourself and the county clerks can- 
not ask for identification when someone is registered. 

Ms. Gonzales. There are agency codes, you are right. 

Mr. ScHiFF. Right. And there is a great deal of complaint about 
voter fraud in that regard, and second, you can no longer purge 
voters from the list after tney have missed so many general elec- 
tions. So that is another invitation to fraud. Someone could check 
the list and go in and pretend to be somebody, on the assumption 
that that person is no longer there voting. Have those two prob- 
lems confronted you? 

Ms. Gonzales. As far as the not purging, that is correct. The 
county clerks will keep an active and inactive file. Again, if you go 
to the polling place and they tell you you are not on the roster, 
they do fill out an affidavit right then. 

Mr. ScHiFF. I yield back. 

Mr. Horn. Would the gentleman yield, at least for a comment? 

Mr. Shadegg. Certainly. 

Mr. Horn. It should be noted that when that motor/voter bill 
was passed in the 103d Congress, controlled by our friends on the 
other side of the aisle, the Democratic Party, a motion was made 
in committee, to purge the lists as we had in California. If you did 
not vote in two general elections, you had to re-register, and to 
purge the list at the 5-year period, the 25-year period and even the 
100-year period, that was voted down by the other party. It is obvi- 
ously something a lot of us feel fairly strongly that perhaps after 
a few years those lists should be purged because of the great fraud 
that is occurring. 

And if I might, Mr. Chairman, I would like to ask the Lieutenant 
Governor one question, because that is what faces us in California. 
How many illegal aliens are coming into New Mexico every year? 
Do we know? 

Lt. Gov. Bradley. Mr. Chairman, Representative Horn, we do 
not know exactly how many are coming in, it is not nearly what 
it is in California, but we do have a lot of them and it is getting — 
budgetary wise, it is getting to us. We are bussing them to our 
schools, and I do know. Secretary Wilson may have a feel on some 
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of this, because we are doing the health care clinics, and cost-wise, 
we just had to do a special appropriation for one of the high schools 
down there on the border, we did not have classrooms. It is not 
nearly as dramatic as it is in California, but it is significant 

Mr. Horn. We gain a half concessional district a year from 
other States as a result of illegal alien population. We gain five be- 
tween every census, five to seven. 

Lt. Gov. Bradley. That is amazing. I would — Mr. Chairman, I 
would like to answer Representative Shadegg’s question regarding 
how do you deal with all of this fear that is out there. 

First of all, I think it is important that as elected officials, and 
especially legislators, having been a former Senator in the State of 
New Mexico, you need to delineate between what I call two sepa- 
rate groups out there. One is the every day citizen, who goes home 
at 5 and watches the news, onlv reads headlines, does not into 
the nuts and bolts of what is happening, falls asleep in the easy 
chair and goes on. And the other group is the one made up of legis- 
lators, advocacy groups, the people that are pushing their pro- 
Cuuis, as some of you have talked about this morning. That group 
is the most vocal group, that is the group that gives you most of 
everything. The key is what is that citizen really thinking and 
where are they coming from. And you need to start with the idea 
that you need to keep those two separate. 

I know in the heat of battle in the State of New Mexico in the 
legislature, 9 times out of 10, the public views what we are doing 
in there, and we think it is the most serious thing in the world and 
they view us as a bunch of idiots floating around here passing some 
of this stuff. But in the environment we are in, it is a different atti- 
tude. 

So first, delineate between the two. And then, as Secretary Wil- 
son said, this ties into who is your audience, who are you really 
working for — that is the communication skills. And the communica- 
tion sknls, at that point, that is where you have got to bring in the 
citizens, as I said in my testimony, of going out and letting them 
tell us what is going on. And in the communications, you have got 
to have your employees, the government employees, knowing what 
is ^iDg on also. Do not leave them in the dark. 

You have to have a plan. That is the third component that I un- 
derstand, and it has to be a common sense plan. When we lose 
sig^t of common sense, that is when we lose our constituency and 
our citizens. And quite frankly, gentlemen, I do not think any of 
us would disagree that 9 times out of 10, we come out with some 
of the most absurd statements that do not make any sense whatso- 
ever to the citizens. 

So I would say that the three-pronged approach that we have 
taken is that we delineate between the two groups, you deal with 
them separately, they are two different types of groups; commu- 
nicate; and have a plan. If you do not have a plan with that com- 
mon sense value in there — and the employees are responding with 
it too. I mean, they like it. 

Thank you, Mr. Chairman. 

Mr. Shadegg. Thank you, Mr. Chairman. 

Mr. CuNGER. Lt. Gov. Bradley, Secretary Gonzales, Secretary 
Wilson, we want to thank you very much for your very valuable 
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contributions to what we are trying to do here, and we will look 
forward to continuing the dialog with you in the future as we move 
ahead. 

We are going to run out of time here if we do not move to the 
next panel. So again, thank you very much. 

Lt. Grov. Bradley. Mr. Chairman, Representatives, thank you 
very much for your time. 

Mr. Clinger. Thank you. 

And now I would ask Congressman Schiff to introduce our next 
panel of witnesses. 

Mr. Schiff. Our next panel, representing local government — ^first 
testifying on behalf of Mayor Martin Chavez of Albuquerque is 
Chief Administrative Officer Lawrence Rael. I want to say that 
Mayor Chavez has lead a number of initiatives in our city that I 
think have been very successful. For example, I would ask the 
members to note how much graffiti they did not see in our commu- 
nity. 

And I would like to welcome County Commissioner Barbara Sew- 
ard to join us. Commissioner Seward, among other positions, is 
now serving as the chair of the Urban Transportation Planning 
Policy Board in this area. Commissioner Seward has visited Wash- 
ington a number of times to meet with the New Mexico congres- 
sional delegation on traffic problems in the area and how the Fed- 
eral Government can work with communities. 

Mr. Chairman, before recognizing the two witnesses before us, I 
would like your indulgence for a moment, just because we have a 
number of people who have come into the hearing room since we 
began, just to briefly restate how the hearing is t^ing place here. 

We have three panels of witnesses scheduled. The first panel has 
just concluded, this is the second panel about to be recognized. Fol- 
lowing that, we have I believe it is eight witnesses invited because 
of their positions or their constituencies they represent in the com- 
munity, to testify for up to 5 minutes each. And then if there is 
time, the chairman has given permission to open the microphone 
to anyone who might want to speak for a few minutes, but I have 
to say, because we have to get to Washington, we cannot go too 
many minutes past 2 here. So that may or may not be available. 
I just want to say that knowing that, we did invite 28 organiza- 
tions to submit written statements, which will be the equivment of 
oral statements when the record is printed. 

And one last word, I have the list here of the organizations we 
invited and it should be available in the back, to demonstrate that 
we invited across-the-board in terms of business, labor, professional 
and different philosophical organizations. But I note that one of the 
groups was left off the list and it is the New Mexico Sierra Club. 
And I saw Jay Sorenson a moment ago here, and I want to say 
they also should be on the list and we just want to make sure that 
they were contacted. 

Mr. Clinger. Their testimony is back there. 

Mr. Schiff. OK, so that answers that question. But if you are 
interested and you do get the list, they should be added. 

Thank you, Mr. Chairman. 

Mr. Clinger. Thank you. You perhaps heard my statement to 
the first panel, that it is the custom of this committee to swear all 
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witnesses, so we do not prejudice any witness. And if you do not 
ob^ct to that, I would ask you to raise your right hands. 

[Witnesses sworn.] 

Mr. Clinger. Let the record show that the witnesses answered 
in the affirmative, and Mr. Rael, we will start with you. 

STATEMENTS OP LAWRENCE RAEL, CHIEF ADMINISTRATIVE 

OFFICER, CITY OF ALBUQUERQUE; AND BARBARA SEWARD, 

MEMBER, BERNALILLO COUNTY COMMISSION 

Mr. Rael. Mr. Chairman, thank you very much for this oppor- 
tunity to visit with you. On behalf of Mayor Chavez and Council 
President Vince Griego of the Albuquerque City Council, we wel- 
come you to Albuquerque. I hope you all have had an opportunity 
to at least see the beautiful balloons up in the sky this morning. 

Mr. Clinger. We did. 

Mr. Rael. It is one of our premiere events, in New Mexico actu- 
ally, and especially for the city of Albuquerque. 

1 am the chief administrative officer of the city of Albuquerque, 
overseeing the day-to-day operations of municipal government. 

Rather than read through my entire testimony word-by-word, be- 
cause of the shortness of time, let me go through some brief re- 
marks regarding the issues we would luce to present to you this 
morning. 

First of all, being a former Hill staffer myself working for U.S. 
Senator Jeff Bingaman from New Mexico, I can tell you that I am 
sure your task is a monumental one and I do not envy you for that. 

But let me indicate to you that being in local government and 
being, quote, a bureaucrat in local government, that not all bureau- 
crats are bad people. Let me indicate to you also that the organiza- 
tion, I think, in terms of government after working in Sante Fe for 
several years at the State level and working in Washington and 
now in Albuquerque, that flexibility is probably the key and most 
important aspect of local government and its ability to provide 
services and to respond to the individual needs of its citizens, in 
a more direct and fundamental way. 

The city of Albuquerque is a very diverse service corporation 
which serves many residents. We serve residents within the city 
and because we are the biggest city in the State, we have literally 
tens of thousands of people that commute to Albuquerque and work 
in our jurisdiction. 

The city has invested tremendous public resources to keep track 
of our services. We have developed new ways to determine what 
they need. We have created many new processes to ensure that our 
citizens participate in identifying and addressing the priorities of 
our community. 

We are restructuring our organization, especially our service de- 
livery areas, to function better and to meet the needs of our cus- 
tomers. We seek ways to evaluate our performance and obtain feed- 
back from our customers. 

We create new ways to measure our outputs and their effects on 
the community. 

We have developed new public and private partnerships as well 
as alternative service delivery strategies to meet our customers’ 
needs. 
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We aggressively promote our services to ensure that we educate 
the citizens of the community and to explain to them their respon- 
sibilities as citizens, to the community. 

Mr. Chairman, members of the committee, I believe that govern- 
ment in the 1990’s and at the turn of the century, will be a govern- 
ment that is more directed and if it is to be effective, it has to in- 
clude more and more participation by those people that it serves. 
Especially is it critical, I think, in local government in that we deal 
with the public on a day-to-day basis. 

The city has invested millions of dollars in creating a geographi- 
cal information system that allows us to track customer demands 
and service delivery areas across the city. We are able to map 
many different services from crime incidents to infrastructure in- 
vestments to learning how to correlate service demands and needs 
to make better investments. Just a few examples of the kinds of 
services this provides, we have many utility companies in the State 
and in the city that utilize our geographic information systems to 
make decisions about extension of lines and services throughout 
the community. It is a basic fundamental process that we have in 
the organization that has served us very well. It has helped us 
with other areas, including identifying service areas for the com- 
munity, to provide different levels of services. 

We are using modem techniques to go out and gauge from our 
community, from our citizens, as to what they view as important 
needs that the organization should be providing. We conduct an- 
nual surveys of our residents, seeking their perceptions about the 
quality of life and the services that relate to these concerns. 

Ironically, as citizens are closer to their government, they feel 
much more comfortable about that. Our surveys in the last 4 or 5 
years that we have done them have consistently showed that the 
citizens of this community have a much, much better relationship 
with their local government and feel much better about their local 
government than they do of their State government and they do of 
their Federal Government. And that is very true, and it is a posi- 
tion that puts a lot of responsibility on me as an administrator and 
on the organization to provide the services, because it is important 
that we continue to keep that relationship with our citizens. 

The city has incorporated a non-profit organization run by citi- 
zens, that continues planning strategies for the city to become more 
and more responsive to the community. This organization is called 
Shared Vision. This organization is comprised of citizens of the 
community, business people of the community, different other non- 
profit organizations that meet annually to look at the city, at the 
level of services that we are providing and to give us feedback in 
terms of how we should look at the next year in terms of providing 
those services. 

We are also extremely organized with neighborhood associations 
through the Office of Neighborhood Services, and work with them 
to assure that they understand the issues and that the issues are 
piade clear and concise to the individual neighborhoods within the 
community. 

We are currently embarking on a new initiative called Commu- 
nity Identification or Community ID ProCTam. Through surveys 
and interviews with residents, we have br^en up our city into 10 
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large geographical areas. We will work with individuals and groups 
in each of these districts to qualify the conditions of these areas 
and develop strategies to solve problems. We involve all service sec- 
tors in this process. More and more the city acts as the broker, not 
as the direct service provider. 

Restructuring for better service. Bringing our local government 
even closer to the people is a primary objective of our restructuring. 
Connected to community-based planning is community-based polic- 
ing. Like many other communities, Albuquerque also has a crime 
problem. Making the police part of the community is our primary 
strategy to respond to our enforcement needs. We are also con- 
centrating on crime prevention, attacking gang activities and not 
tolerating these kind of activities in our community. Our award- 
winning anti-graffiti program quickly removes tags throughout our 
community. And that is an example of where the city of Albuquer- 
que had its program incorporated with one of the private sector in 
which the private sector was also doing their effort to remove graf- 
fiti, and we collaborated with them and we now have had one of 
the award-winning programs in the country in terms of removing 
graffiti from our buildings and public right-of-ways, et cetera. 

We recently brought the city senior managers into our street to 
clean our streets. We had 1 day when all senior managers of the 
organization went out and helped clean up the streets, literally cut- 
ting weeds, picking up trash, removing the garbage from the 
streets, in order to show the community tnat the organization is in 
stride with the community and cares about its citizens and about 
the way the community is viewed by other people of the area. 

We are building a one-stop shop to remove the artificial, bureau- 
cratic barriers to customer-oriented development projects. Appro- 
priate divisions from within five departments will be housed to- 
gether to ensure quick, fair and efficient services to the develop- 
ment community. Currently we have five departments that func- 
tion, as you all can envision, as five different organizations, which 
have some little aspect in the development process. We are collabo- 
rating all those departments together to form one stop shop to 
make more efficient use of our resources and to provide the cus- 
tomers with more and direct services in a real way. 

Additionally, as Congressman Schiff has indicated, the use of 
technology has been one that we are also looking at in terms of our 
efficiency quota. 

Real time routing and scheduling for our para-transit system is 
a project that is in collaboration with Sandia National Labora- 
tories, one that the Congress and the Federal Government has 
helped fund to provide real time tracking for our para-transit serv- 
ice. Currently, under the Americans with Disabilities Act, we pro- 
vide para-transit service for individuals within our Sun Trans, 
which is our bus company, or operation. We are experiencing many 
difficulties with scheduling because of people’s different needs and 
people’s desires to do different things and requesting para-transit 
service. This real time study and scheduling program will help us 
make more efficient use of our Sun Trans buses and our vans as 
we move people around the community to better provide them a 
service. 
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The city is establishing baselines for our performance to provide 
an environment for continuous improvements. To make more ra- 
tional allocation of resources, we must understand better the effec- 
tiveness of our service — not just how many widgets we make, but 
how effectively we make them and how effective we are in address- 
ing the needs of our customers. This is the challenge I think of this 
government in the 1990’s. We are doing performance-based budgets 
that will become more and more real as we move toward the next 
century. 

Alternative service delivery and public/private partnerships. Like 
most cities, we are seeking efficiencies in our operation. In Albu- 
querque, this means that we are not only looking to the public sec- 
tor for help in delivering services, we are also looking to the private 
sector for models of operations that we can employ within our orga- 
nization to meet community needs cost effectively. One example of 
that is that Intel, the computer manufacturer giant that resides 
just in Rio Rancho, has offered to provide the city of Albuquerque 
with in-house training to better understand the safety environment 
that is so important to an operation like Intel, but that also is 
equally important to an operation in Albuquerque such as the solid 
waste department which delivers our solid waste programs. Tradi- 
tionally, it has been one of the highest areas of risk management 
cases. Intel, along with Quality New Mexico, has come into our city 
and we are working with our managers in that department to es- 
tablish better safety programs and safety-related functions, so that 
we can become more efficient and also become safe at what we do. 
And the dividends are beginning to pay off. We have actually seen 
a decrease in some of our risk management cases as a result of get- 
ting the private sector involved and asking them to help us with 
our processes. 

We are experimenting with contractual services not only with 
private industries around services like golf courses. Traditionally, 
the city of Albuquerque has always had those courses run by the 
city. We are looking at the possibility of contracting them out. With 
the non-profit sector, we are also looking at the human resources 
needs of our community. Currently the Federal funds that come to 
the State, that come to cities like Albuquerque, are predominantly 
provided and delivered by non-profit organizations, organizations 
outside the city bureaucracy that provide those services. 

We are also looking to eliminate unnecessary levels of govern- 
ment by creating agreements with neighborhood governments for 
delivery of services on a regional level. We certainly have an issue 
in Albuquerque, as many rural States in the West are beginning 
to experience, regionalism. That is an issue I think that is much 
more strong and more prevalent in the east coast because the size 
of communities in States like New Mexico, regionalism has not 
been in the forefront as it should be, and exploring opportunities 
to move in that direction so that citizens get provided better service 
in a greater way. 

And we are also looking at the entrepreneurial spirit, as we 
talked before. We have an individual contracted with us from the 
Federal Government — actually not from the Federal Government, 
from PTI from Washington, DC. We are looking at entrepreneurial 
opportunities to develop ways in which we produce services that we 
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can sell to the public sector to create self-sustaining operations 
within the organization. One example of that is our composting fa- 
cility where we are processing the sludge through our wastewater 
treatment plant. That sludge is then sent to our composting proc- 
essing facility, and then that byproduct is sold to private companies 
to develop peat moss for landscaping and for other benefits of that 
nature. So we continuously are looking at those kinds of opportuni- 
ties so that we can rely less on the tax dollar and rely more and 
more on services that we provide. 

Mr. Chairman, I know that some of the issues that are before 
you in Washington are very big and very difficult to get a handle 
on. We commend the ConOTess for their move toward unfunded 
mandates and to look at that issue. That is an issue that is ex- 
tremely important to local government because in the end, those is- 
sues become a part of our operation or in some way reside at our 
local level. 

We also look at you for some relief in the regulatory processes. 
As Secretary Wilson indicated to you, some of the regulations that 
are imposed by the different programs and by the regulators in 
Washin^n are very onerous and require a CTeat deal of staff just 
to comply with those regulations. And I thinlc we lose sight of the 
service that we are actually trying to provide. Examples of those 
are the regulations with clean water; regulations that are a part 
of the Department of Transportation to obtain Federal transit 
grants for our transit systems; Job Training Partnership Act that 
is up for debate and consideration in Congress is one that also cre- 
ates a great deal of bureaucracy because of the regulatory nature 
of those programs. I would also indicate to you that, again as a 
former Hill staffer, that many times it is my impression that legis- 
lation at the national level is made by those who have the most 
votes, obviously, but also those that have the most influence. And 
the big cities, obviously most of the time, influence how regulations 
are drafted and by that I mean cities that are regionally different 
from the rural west that we have here in New Mexico. And we 
need to be more flexible at the congressional level and at the na- 
tional level, to look at how regulations that affect east coast cities 
or east coast jurisdictions do not necessarily apply to rural areas 
in the western part of the United States or to rural communities 
in States like New Mexico. They become very onerous and what 
you end up really having is you end up having the individuals pro- 
viding those services because creative in terms of how they provide 
those services. And I think we lose sight of what the mission of 
those services is really all about. 

Let me end my discussion by just indicating to you that for those 
of you who have not read Steven Covey’s book, “The Seven Habits 
of Highly Effective People,” there is one concept that he talks about 
and that is to begin with the end in mind. And when we look at 
downsizing a government, whether it is at the local level, the State 
level or the national level, it is I think imperative upon all of us 
as either appointed or elected officials to look at what the end re- 
sult is going to be. Change for change sake is important from one 
perspective, but it is my experience and my impression that the 
people of this country and the people of this community and this 
State are concerned when change occurs and it has not been well 
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thought out and issues that have not been reviewed or commu- 
nicated completely to the public are left in abeyance or hanging out 
there, that have not been resolved, people begin to wonder what 
government is about. So changing just for change sake is important 
but it also needs to be reviewed in the beginning with the end in 
mind. Begin where you want to go, because there are many pro- 
grams that will get cut and that will be affected, and many people 
will be at your doorstep knocking to tell you we want those pro- 
-ams back because they served this and this and this. And it is 
imperative upon all of us to become educated and well-informed on 
the impact of those programs, and particularly as they affect the 
poor people and the peo^e of rural States such as New Mexico that 
are sorely dependent on some of those programs to become better 
citizens and a better part of this country. 

Finally, Mr. Chairman 

Mr. Clinger. Yes, can we bring it to a close? 

Mr. Rael. Yes. Mr. Chairman, all organizations need ^owth to 
prosper and government clearly is one that needs to begin to look 
at its downsizing mechanisms. In Albuquerque, we are concentrat- 
ing on growth ideas and creativity to meet community needs, not 
growth in government employment. Government clearly is being 
challenged more and more eveiw day and government can succeed 
only by putting the customers first and seeking creative solutions 
and partnerships that the community needs. 

Thank you, Mr. Chairman. 

[The prepared statement of Mr. Rael follows:] 
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Citif i^tMbwquerque 

P.O. BOX 1293 ALBUQUERQUE. NEW MEXICO 87103 


COMMENTS TO THE HOUSE COMMITTEE ON GOVERNMENT REFORM AND 
OVERSIGHT BY LAWRENCE RAa, CAO, OTY OF ALBUQUERQUE 

Mr. Oulnnan and members of the House Committee on Government Refomi and Oversight, 
on behalf of Mayor Martin ]. Chavez, Council President Vince Cjtlego, and the Council of the 
Qty of Albuquerque, welcome to the City of Albuquerque. I am the Qty's Chief 
Administrative Officer, overseeing the day to day operation of our municipal government. 

The Ocy of Albuquerque Is a diversified service corporation, which serves every resident and 
business whhbi our jurisdiction and marry outside of our boundaries. We deliver hundreds of 
different services a^ products to nearly every IdendflaMe customer segment living and/or 
working In our City. We literally have millions of customers. 

• The City has Invested tremendous public resources to keep better track of and serve 
our customers. 

• We have developed new ways to determine what they need. 

• We have created many new processes to ensure that our citizens participate In 
Idendfying and addressing the priorities of their community. 

• We are restructuring our orgarttzadon, especially our service delivery ftincdons to better 
meet the needs of our customers. 

• We seek ways to evaluate our performance and obuin feedback from our customers. 

• We are creadrtg new ways to measure our outputs and their effects on our community. 

• We are developing new public private partnerships, as well as alternative service 
delivery strategies to meet our customers' needs. 

• We are aggressively protttodng our services to ensure that we educate our citizens of 
the opportunides, as well as ensure that they understand their tesponsibllldes. 

• Finally, we are seeking more business like ways to finance services. 


IDENTIFYING OUR CUSTOMERS 

The Qty has Invested millions of dollars In creadng a geographic Infotmadon system (AGIS) 
that allows us to track customers and demands-for-service geographically and visually. We are 
able to map many different services from crime Incidents to Infrastmcoire Investmesiis and are 
learning now how to correlate service demands and needs to make better investments. 


= THE CITY OF ALBUQUERQUE IS AN EQUAL OPPORTUNITY/REASONABLE ACCOMMODATION EMPLOYER 



633 


DETERMINING NEEDS 

We are using modem techniques to understand what our customers want from their public and 
community-based organizations. We conduct an annual survey of our residents, seeking their 
perceptions about the quality of life and the Qty services that relate to these concerns. 

More and more, Qty departments are surveying customers to obtain feedback on the quality 
and efficacy of our services. We hold focus grouns of stakeholders before designing services. 


PARTICIPATION and COMMUNITY PROBLEM SOLVING 

The City has Incorporated a non-profit organization, run by citizens, to perform strategic 
planning techniques continuously to alert Qty government of emerging community priorities 
relating to our environment, transportation systems, community and economic development, 
and more. We call this organization. Shared Vision . 

We have also extensively organized our neighborhood associations through an office of 
neighborhood services and work with them to ensure drat they understand the Issues that 
Impaa their immediate areas. We communicate to citizens through many dilTerent media but 
focus on their associations. We hold many briefings throughout the year at neighborhood 
events. 

We are also embarking on an exciting new initiative, called community-based planning . 
Through extensive surveys and Interviews ^th residents, we have broken up our large city Into 
1 0 community Identity areas. We will work with Individuals and groups In each of these 
districts to quantify the conditions of these areas and develop strategies to solve area problems. 
We will Involve all the service sector In the process. More and more the Qty will aa as the 
broker, not the direct service provider. 


RESTRUCTURING FOR BETTER SERVia 

Bringing our local government even closer to the treoole Is a primary ob|ective of our 
restructuring. Connected to community-based planning Is communitv-based policing . Like 
many communities, Albuquerque has concern about crime. Making the police part of the 
community Is our primary strategy to respond to our enforcement needs. We are also 
concentrating on crime prevention, attacking gang activities, not tolerating Intrusions on our 
community. Our award winning anti-graffiti program quickly removes tags throughout our 
community. We recently brought the City's senior managers Into the streets to remove weeds 
and litter and at the same time remind our community that pride is all our residents' 
responsibility, not just work crews assigned to remove eyesores. 


We are building a one stop shoo to remove the artificial, bureaucratic barriers to customer- 
oriented development processing. Appropriate divisions from five (5) different departments 
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will b« housed together to ensure quick, fair, and efficient processing of development 
applications. 


EVALUATION AND MEASUREMENT 

The Qty Is establishing baselines of our performance to provide an environment for continuous 
Improvement. To make more rational resource allocation decisions we must understand 
better the effectiveness of our services ~ not just how many widgets we make or how 
efficiently we make them, but how effective we are In addressing the needs of our customers. 
This Is the challenge of the service industries of the 90's. 


ALTERNATIVE SERVICE DELIVERY AND PUBLIC PRIVATE PARTNERSHIPS 

Like most cities, we are seeking efficiencies In our operations. In Albuquerque this means that 
we are not only looking to the private sector for help In directly delivering services. We are 
also looking to the private sector for models of operations that we can employ within our own 
organiiatlon to meet community needs cost effectively. We are experimenting with conn-acted 
services not only with private Industries around services like public golf courses, but with the 
non-profit sector In meeting the human needs of our community. We are also looking to 
eliminate unnecessary levels of government by creating agreements with neighboring 
governments for the delivery of services regionally. And we are Injecting an enn-eoreneurlal 
spirit into our government as part of a national demonstration program, using business planning, 
processes and value based pricing models to create self-sufficient services that survive on their 
ability to meet customer needs. 


Finally, Mr. Chairman, all organizations need growth to prosper and government Is no 
exception. In Albuquerque we are concentrating on the growth of Ideas and creativity to meet 
community needs, not growth In government employment Government clearly Is being 
challenged more than ever before and government will succeed only by putting iheir customers 
first and seeking creative solutions and partnerships to meet community needs. 
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Mr. Clinger. Thank you, Mr. Rael. 

Mr. ScHiFF. Mr. Chairman, excuse me, before we recognize Com- 
missioner Seward, I just want to introduce State Representative 
Ted Hobbs, who is here. And also from the TVI Board, who is our 
host here today, Pat Chapman is here. And are there any other 
elected officials who have not been recognized? 

[No response.] 

Mr. ScHIFF. Thank you, Mr. Chairman. 

Mr. Clinger. Thank you. Commissioner Seward, please. 

Ms. Seward. Chairman Clinger and members of the committee, 
I am delighted to have been invited to testify before you on the ef- 
forts which the Bernalillo County Commission and I have made to 
uphold our oath to support the Constitution of the United States, 
the Constitution and laws of the State of New Mexico, and faith- 
fully and impartially discharge the duties of our office to the best 
of our ability. 

Your letter stated that you wished to hear from witnesses who 
have successfully downsized or restructured their organizations. 
Our story has a different but highly relevant twist to what is nor- 
mally brought before you. 

In the April 1995 issue of “Governing,” an article by Alan 
Ehrenhalt told us about two governments in the same locality — 
Phoenix, which in the fall of 1993, received the Bertelsmann com- 
petition as one of the two best governed cities in the world; and 
Maricopa County, which he describes as one of the worst run gov- 
ernments. The relevancy this has to your hearing is that we, the 
elected officials, do not have the luxury of fine-tuning a well-run 
government. Some of us have to correct existing deficiencies before 
we can follow through with downsizing. 

As an example, I would like to cite that Bernalillo County had 
42 audit findings in its 1993 fiscal year audit. Fifteen of these were 
prior year repeated and 37 were current year findings. Four of 
these were either material non-compliance or material weaknesses 
in internal controls. By fiscal year 1994, there were only 18 find- 
ings and no material non-compliance or material weaknesses in in- 
ternal controls. By fiscal year 1995, our audit was so substantially 
improved it was submitted to the Government Finance Officers As- 
sociation for Comprehensive Annual Financial Report certification. 

Our oath requires us to address those issues which affect how we 
handle the public’s funds. We have been entrusted to apply prudent 
principles to setting our revenue and expenditure projections. It is 
also our responsibility to ensure the public that the services they 
approve through bond issues on the ballot or by presentations be- 
fore their elected representatives are delivered in an efficient and 
responsible manner. To this end, we as county commissioners have 
adopted budgets in the last 4 years which have not increased taxes. 
During this same time, the services to the community have in- 
creased by $12.5 million. These new services were programs which 
the voters selected in bond projects or where the legislature appro- 
priated the capital expense and we picked up the operating and 
maintenance expenses. 

In 1994, Bernalillo County increased its bond rating to AAl with 
Moody’s while retaining a AA rating with Standard & Poor’s. The 
new rating is equivalent to the State of New Mexico’s rating. This 
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fine rating allowed the county to issue its 1995 bonds at an effec- 
tive interest rate of 4.9897 percent. 

Other examples of restructuring the governance of the county are 
bringing all the parties to the t^le to discuss and resolve issues. 
The concept is called partnering. Partnering is a process of involv- 
ing all of the stakeholders in a project, those being the providers 
of service and the recipients of service in a process of working to- 
gether to achieve mutual goals and objectives. Partnering results in 
a charter between stakeholders, establishing working relationships 
among the parties through mutually developed formal strategy of 
commitment and communication. The partnering goal is to create 
an environment where trust and teamwork prevent disputes, foster 
a cooperative bond to the mutual benefit of all stakeholders, and 
facilitate the completion of a successful project. Partnering pro- 
duces better projects on time within budget and to the recipients’ 
satisfaction. 

An example of a Bernalillo County project which utilized the 
partnering concept is the interchange of one of our roadways at 
Paseo del Norte and Second Street. Given the large scope of that 
project, it has experienced minimal disputes, is ahead of schedule 
ana is widely recomized as an excellent project serving the ulti- 
mate stakeholder, the public. 

Partnering has been traditionally utilized in the construction 
phase. However, Bernalillo County initiated a partnering program 
for the Southeast Corridor Planning Study, another transportation 
issue. The partners include the Department of Energy, the Depart- 
ment of Defense, the Department of Transportation, the Air Force 
and Sandia National Laboratories, among others. While the end re- 
sults of this program have not been realized to date, it has resulted 
in some very productive dialog. 

There is also the reality that sometimes multiple agency and dif- 
ferent levels of government create bureaucratic knotholes which we 
force the consumer to untangle. In an attempt to reduce bureauc- 
racy, we are expanding our code enforcement staff to handle per- 
mitting and inspections which are currently handled by the State. 
Our efforts are being focused on providing the customer with one- 
stop shop capabilities, as Mr. Rael mentioned, the county is also 
doing this. And this eliminates the levels of bureaucracy, we be- 
lieve. The goal is to become more efficient and to provide the public 
with quality service in a timely manner. 

Having achieved these accomplishments allows us to set a goal 
of being one of the best run governments in the world. Our internal 
operations are in a mode to accept this challenge. However, if we 
had ignored the warning signs, we would still be facing the poten- 
tial of corruption and fraud. 

My grandfather use to say to me, “Watch your pennies and the 
dollars will take care of themselves.” As simplistic as this observa- 
tion is, I truly believe that attention to detail is vital to good gov- 
ernance. More with less is the phrase of the day. Every level of gov- 
ernment can provide better service with fewer resources. 

We must trust the wisdom of our constituents; and we must pro- 
vide open, honest leadership. As elected officials, it is our solemn 
duty to listen. We must not govern in a vacuum. As we govern 
openly, listen carefully and apply good common sense to our deci- 
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sionmaking process, Bernalillo County will continue to climb to- 
ward our goal of being one of the best run governments in the 
world — a government for the 21st century. 

Thank you. 

[The prepared statement of Ms. Seward follows:] 
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Barbara J. Seward 
Bernalillo County Commissioner 

Testimony before the Congressional Committee 
on Government Reform and Oversight 


Mr. Chairman, (William F. Clinger, Jr.) and members of the 
House Committee on Government Reform and Oversight, I am 
delighted to have been invited to testify before the Full 
Committee on the efforts which the Bernalillo County Commission 
and I have made to uphold our oath to "support the Consitution 
of the United States, the Constitution and laws of the State of 
New Mexico and faithfully and impartially discharge the duties 
of our office to the best of our ability." Your letter stated 
that you wished to hear from, "...witnesses who have 
successfully downsized or restructured their organizations...". 
Our story has a different but highly relevant twist to what is 
normally brought before you. 

In the April 1995 issue of "Governing" an article by Alan 
Ehrenhalt told us about two governments in the same locality; 
Phoenix, which in the fall of 1993 received the Bertelsmann 
competition as one of the two best governed cities in the world 
and Maricopa County which he describes as one of the worst run 
governments. The relevancy this has to your hearing is that 
we, the elected representatives, do not always have the luxury 
of fine tuning a well run government. Some of us have to 
correct existing deficiencies before we can follow through with 
"downsizing" . 

As an example I would like to cite that Bernalillo County had 
42 audit findings in its 1993 fiscal year audit. Fifteen of 
these were prior year repeated and 37 were current year 
findings. Four of these were either material noncompliance or 
material weaknesses in internal controls. By FY 1994 there 
were only 18 findings and no material noncompliance or material 
weaknesses in internal controls. By FY 1995 our audit was 
substantially improved and was submitted to the Government 
Finance Officers Association (GFOA) for Comprehensive Annual 
Financial Report (CAFR) certification. 

Our oath requires us to address those issues which affect how 
we handle the public's funds. We have been entrusted to apply 
prudent principles to setting our revenue and expenditure 
projections. It is also our responsibility to ensure the 
public that the services they approved through bond issues on 
the ballot, or by presentations before their elected 
representatives, are delivered in an efficient and responsible 
manner. To this end we as County Commissioners have adopted 
budgets in the last four years which have not increased taxes. 
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During this same time the services to the community have 
increased by $12.5 million dollars. These new services were 
programs which the voters selected in bond projects or where 
the legislature appropriated the capital expense and we picked 
up the operating and maintenance expenses. In 1994 Bernalillo 
County increased its bond rating to AAl with Moody's while 
retaining a AA rating with Standard and Poor's. The new rating 
is eguivalent to the State of New Mexico's rating and higher 
than the rating of the City of Albuguerque. This fine rating 
allowed the County to issue its 1995 bonds at an effective 
interest rate of 4.9897 percent. 

Other examples of restructuring the governance of the County 
are bringing all the parties to the table to discuss and 
resolve issues. The concept is called "partnering". 
Partnering is a process of involving all of the stakeholders in 
a project (providers of service and recipients of service) in a 
process of working together to achieve mutual goals and 
objectives. Partnering results in a charter between 
stakeholders establishing working relationships among the 
parties through mutually-developed, formal strategy of 
commitment and communication. The partnering goal is to create 
an environment, where trust and teamwork prevent disputes, 
foster a cooperative bond to the mutual benefit of all 
stakeholders and facilitate the completion of a successful 
project. Partnering produces better projects- on time, 
within budget, and to the recipients satisfaction. 

An example of a Bernalillo County Project which utilized the 
partnering concept is the interchange at Paseo del Norte and 
Second Street. Given the large scope of that project it has 
experienced minimal disputes, is ahead of schedule and is 
widely recognized as an excellent project serving the ultimate 
stakeholder- THE PUBLIC. 

Partnering has been traditionally utilized in the construction 
phase, however Bernalillo County initiated a partnering program 
for the Southeast Corridor Planning Study. The partners 
include the Department of Energy, the Department of Defense, 
the Department of Transportation, the Air Force and Sandia 
National Laboratories, among others. While the end results of 
this program have not been realized to date, it has resulted in 
some very productive dialogue. 
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There is also the reality that sometimes multiple agency and 
different levels of government create bureaucratic knotholes 
which we force the consumer to untangle. In an attempt to 
reduce bureaucracy we are expanding our code enforcement staff 
to handle electrical, plumbing and mechanical permitting, as 
well as inspections, all of which are currently handled by the 
State. Our efforts are being focused on providing the customer 
with "one-stop-shop" capabilities, thus eliminating the levels 
of bureaucracy. The goal is to become more efficient and to 
provide the public with quality service in a timely manner. 

Having achieved these accomplishments allows us to set a goal 
of being one of the best run governments in the world. Our 
internal operations are in a mode to accept this challenge. 
However if we had ignored the warning signs we would still be 
facing the potential of corruption and fraud. 

My Grandfather used to say to me, "Watch your pennies and your 
dollars will take care of themselves." As symplistic as this 
observation is, I truly believe that attention to detail is 
vital to good governance. "More with less" is the phrase of 
the day. Every level of government can provide better service 
with fewer resources. 

We must trust the wisdom of our constituants; and we must 
provide open, honest leadership. As elected officials, it is 
our solemn duty to listen; we must not govern in a vacuum. As 
we govern openly, listen carefully and apply good common sense 
to our decision making process, Bernalillo County will continue 
to climb towards our goal of being one of the best run 
governments in the world. 
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Mr. CuNGER. Thank you very much, Commissioner Seward, for 
very excellent testimony. 

I recognize the gentleman from New Mexico for 5 minutes. 

Mr. ScHiFF. Thank you, Mr. Chairman. 

Mr. Rael, what I would like to ask first is, I know that the ad- 
ministration of the city has worked on a number of issues such as 
controlling some of the air pollution problems that we have had. I 
congratulate you again for having kept us off the EPA hit list now 
for several years running. But that requires a lot of regional co- 
operation because smoke blows with the air currents. .&id I am 
wondering if you could briefly state, on issues like that or other is- 
sues that require a regional cooperation, the city’s point of view on 
how well that is or is not occurring in this area. 

Mr. Rael. Mr. Chairman, Representative Schiff, we currently 
have, as you know, the Air Quality Board which is a board that is 
comprised of city membership and county, Bernalillo County mem- 
bership. Current State law does not permit the expansion of that 
board unless we go to the legislature to have that changed to incor- 
porate a bigger base if you will, a bigger area of the region. 

What we are attempting to do is to work with different jurisdic- 
tion such as the city of Rio Rancho and different other jurisdictions, 
to establish joint powers agreements with them by which they 
would abide with the regulations that are currently in place in 
Bernalillo County, and to pass resolutions to their municipal gov- 
ernments to permit or to enforce some of those issues like the 
oxygenated fuels proCTams and those type of proCTams. 

On a regional level, however, I do not believe that this region has 
done very well in terms of beginning to look at issues such as tran- 
sit systems and transportation programs on a regional basis. We 
have the Urban Transportation Planning and Policy Board, which 
is structured to begin to look at those and they have done some 
master plans and some long-range planning, out unfortunately, 
that vehicle does not have enough of a regulatory process, or if you 
will, enough of a management process to be able to effectuate 
change on a regional basis in a very strong manner. It is still left 
up to the individual jurisdictions. 

Mr. Schiff. These authorities, if they are going to come about, 
would have to come from the State legislature, would they not? 

Mr. Rael. Mr. Chairman, Congressman Schiff, the State legisla- 
ture would have to pass enabling legislation to permit those to 
exist. 

Mr. Schiff. Thank you. 

Speaking of transportation. Commissioner Seward, of course with 
your work on the Urban Transportation Policy Board, this is where 
you and I have met most and the issue we have most discussed. 
Could you briefly state in this area, geographically, as you see it, 
what is the biggest transportation, or what are the biggest trans- 
portation problems you see right now? 

Ms. Seward. Congressman Schiff, as I see it, it is the fact that 
New Mexico is a vepr lame State geographically, and a very small 
State population-wise. Consequently, we do not generate the 
amount of funds that is necessary to take care of our infrastruc- 
ture, both in maintaining it and providing new roadways. 

Mr. Schiff. A lot of roads but not a lot of people. 
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Ms. Seward. That is it exactly. And this urban area has, I be- 
lieve it is 40 percent of the total miles traveled in the State; how- 
ever, the Federal funds are not allocated that way. We certainly do 
not get 40 percent of the Federal funds coming down. So we are 
left with critical transportation issues and needs in this area. 

I would like to follow up on something that Mr. Rael also said, 
we have — the Urban Transportation Planning Policy Board is a 
subcommittee of the Middle Rio Grande Council of Governments. 
The Middle Rio Grande Council of Governments has begun very se- 
rious dialog on regional issues, and of course our transportation 
plans directly involve our air quality and we have significant water 
issues, as you know. We do not have statutory authority, the COG, 
but at least the dialog has begun and everyone is very aware that 
this regional cooperation absolutely must happen. 

Mr. SCHIFF. Thank you, Mr. Chairman. 

Mr. C LINGER. Thank you very much. 

Obviously one of the objectives of this committee is to determine 
the extent to which we can in fact take those responsibilities which 
have been sort of ag^andized to the Federal level, and return 
them to States and ultimately to local governments, in an effort to 
redefine the whole Federal/State/loc^ relationship, which has 
seemed to many of us to be more of a sort of ^ardian/ward rela- 
tionship than a true partnership as intended by the founding fa- 
thers. Each government has a unique and specific role to play and 
that they should only do those things which are within their com- 

E etence to perform. And as has been indicated throughout this 
earing, we have had more and more of an assumption of those re- 
sponsibilities at the Federal level. 

But the debate really centers on to what extent — and I am now 
reflecting those that have some reservations or skepticisms about 
attempting to redefine this relationship — the debate centers on to 
what extent can we trust State and local governments to do what 
we have determined is best at the Federallevel, that only the Fed- 
eral Government can really determine national standards for clean 
air, for clean water, for safety in certain areas, for transportation 
and a whole range of issues which the Federal Government has 
very, very specific — not only specific standards, but also specific 
ways to achieve those standards. 

I guess my question is, how can we be assured that we can trust 
you, or is there a need to retain some measure of control at the 
Federal level, as we devolve back? For example, we are talking 
about going to block grants in many areas for many purposes, 
which would have fewer strings attached than under present cat- 
egorical ^ant programs. 

Just pve me your thoughts on that. I mean, my own sense is 
that you are not going to despoil your atmosphere because you are 
living in it, so that it would be unlikely that you would be less in- 
terested in clean air or clean water than somebody in Washington 
would be, but I may be biased. So I would be interested to hear 
your views. 

Mr. Rael. Mr. Chairman, first let me say that I think some of 
the roles that Congp’essman Schiff indicated earlier about the Fed- 
eral Government’s responsibility at the national level are certain 
there and I think should continue. My concern particularly with 
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some of the regulations is the regulatory process that occurs out- 
side the legislative process, again as Secretary Wilson indicated. 
Some of those regulations are very onerous and sometimes go I 
think beyond what the legislation’s intent was originally. 

Additionally, again, clean water, for example, is one issue that 
we have had to struggle with. We have just had to augment our 
wastewater treatment plant to the tune of $75 million to comply 
with the Clean Water Standards Act in which we were to bring the 
water that we discharge into the Rio Grande River up to water 
drinking standards. If you go anywhere above the river, you will 
find that the water is not at drinking standards by its natural oc- 
currence, by what is already in the ground as it flows through the 
State. That aside, that was $75 million that our citizens at the 
local level had to ante up through a water rate increase. I believe 
that at the local level, you have people who are going to be respon- 
sible and are going to be much more directed toward their citizens 
because they live there. These are the people that will see the re- 
sponse. I can assure you the decision I make today on an issue, 
that I will hear about it by 3 this afternoon because it affects the 
community that quickly and that directly. 

So to indicate that some of those block grants coming to munici- 
pal governments or to county governments are such that we know 
the people, we know the programs and again, the issue is flexibil- 
ity. There are some programs that are so structured and so rimd 
that it is difficult to really provide the service that was probably 
the intent of the original legislation, but because of the regulatory 
processes, et cetera that are required, you cannot serve the people 
that you want to serve. 

And we have lots of those issues that happen on a case-by-case, 
program-by-program that the local government and the local offi- 
cials would be much better able to assess what their needs are and 
be able to use those funds in a more productive manner. 

That is my sense and that is why I believe the local level is 
where a lot of these programs should be administered. 

If I may just add one little caveat. One caveat that I would say 
is again, as the State of New Mexico, we are a very rural State, 
this is the biggest city in the State. And the issues with the dis- 
tribution of resources are extremely important. And one that con- 
cerns me a great deal about the block grant perspective is the idea 
that the States will then divide the money up amongst the jurisdic- 
tions. I will tell you that as the biggest city in the State of New 
Mexico, that puts us at somewhat of a disadvantage because there 
are many other communities in the State that have equal needs 
that are of great concern to those city councils and those managers. 
And those are the concerns that with block grants that concern 
niany big cities across this county, how are those funds going to be 
divvied up at the State level. It is something that needs to be ad- 
dressed. 

Traditionally, the Federal Government has always had a good re- 
lationship with cities because of their size in terms of direct fund- 
ing to those cities. And I would encourage you to continue to look 
at those relationships. 

Mr. Clinger. Thank you. I think I always feel that to the great- 
est extent possible, those block grants ought to be directly to the 



644 


cities, to eliminate the administrative overhead that might be in- 
curred at the State level. 

Commissioner Seward. 

Ms. Seward. And I presume and to the counties. 

Mr. Clinger. And to the counties, that is right — yes, to local and 
to local. 

Ms. Seward. I think flexibility is the key here. Can we, the local 
governments administer? Most assuredly we can. Local government 
is very hands-on. We know our constituents personally and they 
certainly know us and they certainly know how to get on the tele- 
phone and tell us what they approve of and what they disapprove 
of. 

I think we are immediately responsive to them — we must be. Be- 
cause we are their elected official. To follow up on a comment or 
two of Mr. Rael’s, the inflexibility of the bureaucracy is very dif- 
ficult for us to deal with because one size does not fit all. 

We have an issue here of the Rio Grande silvery minnow, which 
is working its way through the bureaucracy to be indicated as an 
endangered species. We have been told if this happens, that we will 
have to maintain a certain flow within the Rio Grande River. And 
that means cutting off some of the irrigation possibilities for our 
farmers downstream. This makes absolutely no sense to anyone 
here locally, and it is those sorts of regulations that we are very 
hopeful that we can get away from. 

Mr. Clenger. Thank you. My time has now expired and I would 
recognize the gentleman from California, Mr. Horn for 5 minutes. 

Mr. Horn. Thank you very much, Mr. Chairman. 

Both of you have mentioned there are certain Federal programs 
that are very annoying because they do not allow local flexibility 
to meet local needs. Could you just give me the top four or five, 
Mr. Rael, that bother you the most? 

Mr. R/i^L. Mr. Chairman, Housing and Urban Development pro- 
grams for public housing are extremely onerous. 

Mr. Horn. Is that Section 8 in particular? 

Mr. Rael. Section 8 programs are difficult to some degree. There 
are some needs to keep some regulations in place, but there are 
certainly a lot of ways to streamline that. 

EPA programs regarding clean air and clean water and those is- 
sues. The kind of regulations that are being established, it is our 
analysis that they are more prudent for other parts of the country 
and other areas where there are different environmental issues 
that need to be reviewed. 

Other areas that we look at are the Federal Transit Administra- 
tion in terms of regulations that are placed on funding for transit 
systems and the kinds of programs and requirements that are re- 
quired with that. 

Some of the legislation that happens in social programs such as 
we have a substance abuse grant that the city administers and we 
have a child development program that the city administers. The 
kind of oversight and monitoring responsibilities that are required, 
requires a great deal of overhead, if you will; off the top staffing 
costs that reduce the amount of money available to actually provide 
the services. 



645 


There is one particular little piece of legislation that — and it is 
not even a piece of legislation actually, it is a regulation — the Fair 
Labor Standards Act. The Fair Labor Standards Act was developed 
to apply to the private sector. Somewhere in the infinite wisdom of 
people in Washington, that is now being applied to the public sec- 
tor. To spare the details, as an administrator at the local level, I 
have to comply with that standard. If I have a management em- 
ployee that is, for some reason, being reprimanded, I must give him 
5 days minimum time off. If I do anything less than that, then I 
have to take him off the exempt status position and put him back 
in an hourly wage rate. It is unworkable, it is just very bureau- 
cratic. 

Mr. Horn. If I can interrupt you, Congress has just seen fit to 
apply the Fair Labor Standards Act to itself. And maybe in having 
to comply with the rules they have imposed on everyone else, it 
will bring out some needs for change that the Congress has never 
seen up close and personally. It is not a call for repeal of the Fair 
Labor Standards Act by any stretch of the imagination, it is merely 
an observation that if you have to live it, have to walk in those 
moccasins, if you will, that maybe the need for reform where it is 
indicated, become more of a pressing issue in Congress. 

Mr. Rael. Mr. Chairman, Congressman, it is not the repeal that 
I advocated, it is simply looking at the regulatory processes that 
have been established by the Department of Labor and how it has 
been applied to the public sector that has really become very oner- 
ous to us at the local level. 

Mr. Horn. That is very interesting. If you would like to elaborate 
on that — maybe this is a sufficient record for us to follow up, but 
those are the kinds of things we appreciate learning, so we can try 
to do something about it. 

Commissioner Seward, you heard Mr. Rael’s list. Is yours the 
same, or what Federal proCTams would you put in high priority 
that really need changing if they are to be properly administered 
locally? 

Ms. Seward. Because we are of the same urban area, the same 
concerns exist for Bernalillo County. I would put a slightly rural 
twist to it and say the EPA regulations and most specifically land 
use regulations and endangered species regulations are of great 
concern to the rural area. 

Mr. Horn. I did not hear either one of you mention OSHA, the 
Occupational Safety and Health. Has that been a problem? 

Mr. Rael. Mr. Chairman, Representative, OSHA has not been as 
big a problem for us in our programs. As a matter of fact, I will 
tell you quite candidly that in some areas, they have actually 
helped us review our safety issues and our safety programs, they 
have helped us develop better ways of providing services. So in 
terms probably more in our contracting area ana in terms of the 
costs associated with contracting services, because as a local gov- 
ernment, we contract with the private sector for all our road con- 
struction and all our infrastructure rehab and repair. I know that 
the requirements from OSHA are extremely onerous to the point 
that it increases the cost of those contracts to do those services. 

Mr. Horn. Would you agree with that, Ms. Seward? 
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Ms. Seward. I would. I think OSHA has helped the public sector 
identify safety issues, but probably has regulations which have tre- 
mendously impacted private industry. 

Mr. Horn. Let me ask you, Commissioner Seward, what Federal 
programs does the county administer that come under a sort of 
automatic grant based on either degree of poverty, population, 
whatever, and what do you administer based on categorical grants 
where you apply specifically to get the funds? Do you have a feel 
for that? 

Ms. Seward. As Secretary Wilson testified, much of the Federal 
money is handled at the State level in New Mexico. Counties have 
very few discretionary funds. We are mainly mandated by the State 
government about how our funds and where our funds will be 
spent. We do, of course, receive HUD funds, we have a separate 
HUD program from the city’s. 

Mr. Horn. That is obviously one of the things that concerns us, 
is when you at the ciW level in particular, and the county partially, 
get the brunt of the Federal mandates on the State and the State 
mandates on local government, without ever putting up the money 
on the part of either. To what degree does the State of New Mexico, 
when they give you a mandate, to what degree do they fund it? 

Mr. SCHIFF. I have to ask for kind of a quick answer at this 
point, so we can move on to Mr. Shadegg for questions. 

Ms. Seward. Surely. There was legislation a number of years ago 
that requires the State to fund mandated programs. That has not 
happened. 

Mr. Horn. In other words, the State legislature and Governor ig- 
nored the laws of the State of New Mexico? 

Ms. Seward. On occasion. Not willfully, I am sure. [Laughter.] 

Mr. Horn. Well, we have the same thing in California, so I am 
quite familiar with it, as a former State executive. 

Ms. Seward. It is things like the legislature will appropriate 
funds for let us take for example a library or a community center 
and they expect the county or the city or whomever to build it, but 
they do not tell us how we are going to staff it. We have this occur- 
rence all the time. 

Mr. Horn. Thank you very much. 

Mr. ScHiFF. Thank you, Mr. Horn. Mr. Shadegg, you are recog- 
nized for 5 minutes. 

Mr. Shadegg. Thank you, Mr. Chairman. 

I want to compliment you both, I think vou have both brought 
very, very thougntful testimony here, whicn has, at least for me, 
been of significant value. 

Having been bom and raised in Phoenix and Phoenix being lo- 
cated in Maricopa County, I would say, Ms. Seward, that the com- 
ments in the article are exactly right. Phoenix was doing a wonder- 
ful job of structuring itself as a good city while the county was 
going in the opposite direction. And the observation made in the ar- 
ticle in “Governing” was quite accurate. 

I never knew my ^andfather, both of my grandfathers died be- 
fore I was bom, but I wish one of them haa said “Watch your pen- 
nies and the dollars will take care of themselves,” I think that 
point is well made, and it looks to me like you are doing a good 
job of that here. 
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Mr. Rael, I listened carefully to your testimony and I want to ask 
you to rive me some advice. There were two programs — ^first let me 
say, I think the FLSA simply does not work, it does not work for 
government, it does not work for private industry. I spent 8 years 
in the Arizona Attorney General’s Office and if you want to see a 
mess, try applying the Fair Labor Standards Act to police officers 
who at times have to sit on stakeout for 12 hours straight, and 
then you have to try to work with it. Try applying it to discipline 
of police officers and investigators who desperately want to work 
but the law will not allow vou to let them work. They are in a case 
because their heart is in tne case and you have to tell them sorry, 
go home. It does not work. So it needs to be fixed and I think Con- 
gressman Schiff is right, now that we have to live under it, we will 
perhaps reform it and make it a more workable law. 

You mentioned two programs, a substance abuse grant and an- 
other one. What was the second program that 

Mr. Rael. Comprehensive Child Development Program. 

Mr. Shadegg. Right. In your earlier remarks, in talking about 
the “Seven Habits of Highly Effective People,” you talked about the 
consequences of change and you talked to us a little bit about 
thinking — planning and thinking through the impacts of whatever 
we do and particularly the impacts on poor people and people who 
are disadvantaged in our community. And yet at the same time, 
you mentioned two well-intended Federal programs that, I think 
because thev are Federal programs and administered from thou- 
sands of miles away, are not being near as efficient as they might 
be. Indeed there are lots of moneys that are being wasted. 

My biggest battle in the 104tn Congress is trying to move my 
peers. I want to move them toward a much more radical, much 
more rapid devolution of power and authority away from the Fed- 
eral Government and toward the localities, and I want them to 
overcome their fears of doing that, and to see that in fact we can 
trust State and local government and indeed individuals them- 
selves, to run their own lives and perhaps do better. 

But what we get thrown back in our face is well, but will people 
not suffer, wall not those very poor people about which you are con- 
cerned, or kids in the substance abuse program suffer. And I ^ess 
the question I would put to you is first of all, do you think we 
should move that authority back to the State and localities and get 
it out of the Federal Government, and that it would be better, /uid 
if you do, what arguments, were you in my shoes, would you make 
to your peers to inure them to trust that we can do this without 
hurting people? 

Mr. Rael. Congressman, let me indicate to you a couple of 
things. My philosoplw in government has been that you pick the 
low-hanging fruit and you make a success and you move a little bit 
at the time, because I think there is no question to any of us that 
we are in this mess because we have all abdicated our responsibil- 
ities to some degree as citizens and as elected officials, et cetera, 
and that we are in a situation that needs to be changed and that 
we cannot just jump from point A to point Z in one giant leap. 

My concern, particularly with those two programs, has been the 
issue of the monitoring processes that are required regulatorily. We 
are required to monitor the day-to-day activities of those programs 
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on a constant basis and report to the Federal Government. I have 
been asked to send staffers to Dallas for a training program on how 
to monitor the program. It is these kind of regulatory processes 
that take away from the core moneys that are available to provide 
resources because we are having to comply with someone’s stand- 
ards or someone’s idea of “we cannot trust the guys at the local 
level because something is going to happen or they are going to use 
the money in the wrong manner,” et cetera. 

You know, there is no question, none of us is spared from fraud 
and abuse. It happens at the State level, it happens at the local 
level, it happens at the Federal level. And there is a constant need 
to continue to monitor and watch those things. But to the de^ee 
that we take part of the money away from what we intended it to 
be in the first place, to satisfy our own concerns about not trusting 
an organization that we have established as citizens of this coun- 
try, to me is a real issue. I think that the regulatory processes in 
these programs need to be reviewed and need to be more flexible 
so that local governments can tailor the programs to the local 
needs. 

I do not necessarily agree that all the block grant programs need 
to be — those programs need to be offered in block grants to the 
State government in one fell swoop. I think it needs to be done in 
a systematic way, I think it needs to be done in a piecemeal way 
so that everyone feels the comfort level from the Congressmen in 
Washington folks to the State folks, to the local folks, because I 
will tell you that fraud and abuse will happen and it will happen 
at any level if there is not enough oversight to make sure that it 
does not happen, in a strategic and planned way. 

Mr. Shadegg. Does that not suggest that if you believe those 
programs are best administered locmly, we should not be doing it 
by block grant at all, we ought to be getting the Federal Govern- 
ment out of those activities and getting rid of the resources and let- 
ting the States and cities raise uiose resources and administer the 
programs. Because what you are really saying is the accountability 
follows the money, and as long as the money comes to the Federal 
Government and then they dish it back, they are going to say well 
now, we have got to hold you accountable because we are respon- 
sible for that money. And if we really believe that people can run 
their own lives and that local governments can be trusted, should 
we not just leave those functions and the money that funds them 
with the localities? 

Mr. Rael. Mr. Chairman, Congressman, that is indeed what I 
am saying, I think local governments can do that. But what I am 
saying to you is that if the red tape and the bureaucracy and the 
requirements that are going to be in place at the same time you 
bring them down to the local level, then you are going to get wnat 
you get now. You are going to be bureaucrats working on monitor- 
ing and self-promotion of their positions and their jobs for the pro- 
grams and you are not going to get the programs delivered as you 
intended in the first place. 

And that is why I said do it piecemeal to make sure that the pro- 
grams are structured properly locally so that you have that safe- 

f uard that that is not going to occur, because the bureaucracy will 
uild itself. 
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Mr. Shadegg. I believe in Edmond Burke’s admonition of grad- 
ualism, but I do not believe that the long-term structure that works 
is for us to keep the money in Washington and keep letting— just 
give the money back — I mean get the money in Washington and 
then give it back. I think we ought to redefine the role of Federal 
Grovemment and get it out of those things that it should not be 
doing and let the locality here decide what their substance abuse 
program ought to look like and get the Federal Government out of 
the business of taking that money to Washington in the first place 
and let you raise the taxes to fund a substance abuse program that 
you define for your children here. 

Thank you, Mr. Chairman. 

Mr. SCHIFF. The gentleman’s time has expired. I want to thank 
both you, Mr. Rael and Ms. Seward, very much for your testimony. 
It was very valuable in terms of trying to reach the goal which we 
are trying to reach in getting educated about the Federal Govern- 
ment and what we can do better. We appreciate your contributions. 

Before calling the third panel, I am going to take a second and 
confer with the reporter for a second. [Brief pause.] 

I would like to call up now our third panel. We have three indi- 
viduals. They are Dr. George W. Rhodes, who is vice president and 
technical director of Quatro Corp. Dr. Rhodes is a former official 
with BDM, he has been a guest scientist at Los Alamos Labora- 
tories for many years and he and a group formed a small, which 
is getting larger, but small business based upon high tech industry, 
which we would like to see a lot more of in New Mexico. 

The next is Maiy Molina Mescall. Ms. Mescall is former chair for 
many years of the Hispanic Roundtable and is active more cur- 
rently in a number of other community organizations. 

And I did not see Mr. Strunk, I apologize — in the back, all right, 
that is why I did not. Mr. Steve Strunk is the chief administrative 
officer of Boatmen’s Sunwest, Inc. 

Two administrative things before I invite you to give your testi- 
mony. The first is we are, among other things, the investigative 
committee of Congress, taking testimony when sometimes the ve- 
racity of testimony in some places is under some question. So as 
not to prejudice any witness as to who is being sworn in and who 
is not being sworn, we swear in every witness. So if I could ask you 
to rise and raise your right hand with me for a moment. 

[Witnesses sworn.] 

Mr. ScHiFF. And second, I just want to say again — I said this 
earlier, but for those that just joined us, you have seen members 
of the committee come and go a little bit. There are some other 
matters that have to be taken care of, keeping track in Washing- 
ton, some media questions and they have to go about their business 
and their deadlines. And I want to stress the one person who is 
permanent here is the court reporter and therefore, the record goes 
on. And the point is that everj4;hing said here will be a part of the 
record and that is the most significant point of the hearing. It will 
be distributed to all Members of Congress in due course. 

Dr. Rhodes, you are welcome to proceed. 
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STATEMENTS OF GEORGE W. RHODES, VICE PRESIDENT AND 
TECHNICAL DIRECTOR, QUATRO CORP.; MARY MOLINA 
MESCALL, HISPANIC ROUNDTABLE; AND STEVE STRUNK, 
CHIEF ADMINISTRATIVE OFFICER, BOATMEN’S SUNWEST, 
INC. 

Mr. Rhodes. Thank you, sir. 

Good morning, Mr. Chairman and members of the committee. I 
am George Rhodes, vice president and technical director of Quatro 
Corp. Sony for the voice. It is as good as it is going to work today. 

I am pleased to have been mven the opportunity to present my 
views on how to restructure the Federal Government. I have served 
in the U.S. military, the Atomic Energy Commission, big business 
and now small business. I think I bring a bit different perspective 

E erhaps than some of my colleagues. And I submit the mctors that 
ave allowed these entities to either succeed or fail are all uncom- 
mon, which brings me to your visit. 

Your presence here signals your concern that the Federal bu- 
reaucracy is too large and inefficient. I completely agree. It rep- 
resents a jobs program rather than a business model. Many agen- 
cies and their Ainctions are inappropriate, unaffordable and unnec- 
essary. The majoritv of civil service employees are conscientious 
and would favor reform since they are frustrated with their own 
system. However, since the civil service regulations guide its com- 
position, and make it difficult to fire poor performers simple re- 
structuring is rendered difficult, if not impossible. Even so. Con- 
fess now nas the unique opportunity to change the course and the 
function of Federal service, but bold actions will have to be taken, 
with care in preserving the necessary parts. 

Many of the Federm agencies were bom lean. An example was 
the Atomic Energy Commission, which I joined in 1974. Although 
it gprew at a moderate rate from its inception, until the creation of 
ERDA in 1975, it was a model of excellence in government manage- 
ment. The AEC had almost all of the functions of ERDA, somehow 
a doubling of the staff was justified as it was raised in stature to 
an administration. Thirty-two months later the bureaucratic vims 
stmck. It changed its name to the Department of Energy and the 
staff was again doubled, even though the function remained essen- 
tially the same. This pattern of explosive growth with no increase 
in function has been replicated several times as new departments 
have been created. This has become the model for poor government 
management. 

The Federal programs are rife with replication in addition to 
questionable missions. Separate military services are a monument 
to a rich nation which can afford parallel approaches to ensure that 
no operation will be weak. Is this strategy one that our country can 
continue to embrace? Why are organizations like the CIA, NRO, 
DMA and NSA separate with their own budgets? Those happen to 
all be in common and I am sure you are well familiar with all of 
them. Yffiat mission does DNA serve that could not be performed 
with a tenth the staff in a small Pentagon office? The three na- 
tional nuclear weapons laboratories are defended for several rea- 
sons, but the President’s recent decision shows that he sees them 
as another employment program. I know that is almost heresy in 
our neighborhood but that is the way many of us see it. Since the 
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inception of most cabinet level departments, our culture has under- 
gone significant changes but the departments still exist with the 
same missions. Just as business must change with the times, so 
must the government. 

Another matter that deserves serious attention is the civil service 
retirement system. Personnel can retire from the Federal employ- 
ment with periods of service far less than the private sector. In ad- 
dition, Federal employees should be mandated to join the FICA 
system. It is preposterous that they are allowed to have a separate 
system from other citizens. Both extending the retirement age to 
62 and dismantling the unneeded departments will have an enor- 
mous financial impact. The former is beyond the scope of govern- 
ment reorganization, so I will return to the primary purpose of this 
address. 

The Federal Government must be responsible for the national de- 
fense, foreign affairs, interstate commerce, justice, taxation and 
care of the common lands. Beyond those functions, one is hard 
pressed to justify a significant presence. This is not meant to sug- 
gest that the inaividual States should not retain the responsibility 
for the care of their citizens. Whereas the concept of block grants 
is an improvement on today’s approach, why should Washington 
collect moneys earmarked for the States from which they came? 
The government must become oriented to the bottom line. 

I am going to recommend an approach to restructuring. When a 
business is in financial trouble, the shareholders and board of di- 
rectors usually demand drastic action. A review of all functions and 
personnel is ordered. Unnecessary functions are reduced or aggre- 
gated, budgets are slashed and facilities are closed. If the Federal 
system were analyzed as a service business, numerous solutions to 
downsizing would become obvious. 

The BRAG Commission approach used to reduce the size of the 
Department of Defense, would seem to serve as a model. Although 
they were presented with imperfect and biased data from the serv- 
ices, on balance they made reasonable recommendations. A like 
structure could be formed to perform all operations audit — sorry, 
an operations audit on all Federal agencies. I am suggesting that 
a Department Realignment and Closure Commission be formed, 
DRAG. The DRAG model would succeed because it is empowered 
for a finite period, with no political baggage. Operating under the 
authority of the Congress, it could analyze every facet of a govern- 
ment department. After its recommendations are presented, the 
DRAG is disbanded. The DRAG could prioritize the recommenda- 
tions into two categories. Priority one should list the least useful 
agencies with the rationale for their termination. Priority two 
should include the agencies performing critical functions with rec- 
ommendations for more efficient structure. The authority establish- 
ing the DRAG should be configured in a manner that Congress can 
only agree or disagree with the full package of recommendations 
for their two aggregated groups rather than being able to modify 
the results for tne benefits of their constituencies. 

The data gathering portion of the structure is already in place 
and reports to the Congress. They are called the GAO. They should 
be charged with examining the form and function of every depart- 
ment within an agency. The GAO data would be presented to the 
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DRAG. Their recommendation should include sizing, functions and 
reporting lines. Care should be given to facilities’ operational costs 
and pension plans. 

Since the product of the restructuring will be fewer agencies, 
care must be given to not repeating some mistakes of the past. No 
new agencies should be created without including a “Sundown” pro- 
vision. Their charter and staffing must be reviewed within 5 years 
to ensure that the original vision has not been diverted. This re- 
quirement will serve two functions. First, it must be established 
that the need for the initial structure remains in tact, and second 
will be the performance review of its employees. In business, no 
person is ^aranteed lifetime employment separated from perform- 
ance. Public service should be held at to the some standard. It is 
difficult to fire a poor employee in private business; however, it is 
almost impossible in the civil service system. Our country was built 
on several work ethic principles, one of the most important being: 
mediocrity falls aside while exemplary succeeds. 

Some of the downsizing action should be taken in steps. If a 20 
percent year reduction were implemented for 5 years, the impact 
would be more manageable than if it were to happen at one time. 
As the reduction in force takes place, the enabling laws should dis- 
allow bumping rights. This will preclude the mediocre from being 
retained. These reductions will fuel unemployment unless the slack 
is taken up by private business. A business econoi^ not choking 
on taxes will be able to assimilate the additional staffs into produc- 
tive functions. The cuts in expenses will result in lesser require- 
ment for taxes. 

You have been elected as the national board of directors by the 
shareholders. Last November the American people told you that se- 
rious and extreme action was demanded. While it will be painful 
for the board to support radical surgery, the bottom line demands 
it for the long-term health of the Nation. This Congress has made 
progress through bold actions. I would ask that you exhibit the 
same commitment when attacking this problem. If you succeed, the 
Nation will be grateful. 

Thank you for the opportunity to present my views. 

Mr. Clinger. Thank you very much, Mr. Rhodes. I appreciate 
your testimony very mucn. 

Ms. Mescall. 

Ms. Mescall. Mr. Chairman, Congressman Schiff, Mr. Shadegg, 
my testimony this morning is going the be very different from ev- 
erybody else^s. I am going to assume that the reason for my invita- 
tion is my community advocacy in this community and it has been 
Statewide for at least 15 years. My advocacy includes women and 
children and economic empowerment for the disadvantaged. So, I 
welcome the opportunity, .^ain, it is going to be different from 
anything we have heard this morning, but I would be remiss — and 
this is very important for me to state — in not speaking on behalf 
of some of those folks who are not here to testify or who do not get 
asked to testily. 

I was asked to participate on Thursday. So, I have got — when 
they said 5 minutes, I literally tried to stay with 5 minutes and I 
have my handwritten notes here. If you will bear with me, I am 
going to read these. 
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As New Mexico deals with the shortfall in State revenues — and 
we have all been reading about that here in New Mexico— and the 
Federal Government contemplates reform, we in New Mexico have 
to examine the impact on our State. Because of my activities in ad- 
vocacy involving women and childrens’ issues and economic well 
being, especially for the disenfranchised, I appreciate this oppor- 
tunity to be a part of this process. 

My concerns lie with how the inevitable changes and/or reform, 
if you will, will impact this State. I feel that we are at a tremen- 
dous risk right now. For every dollar in New Mexico, we get $2.17 
in Federal umds. The next closest State is Mississippi. New Mex- 
ico, it has been estimated, could as a part of the Contract With 
America be cut Federal money to programs by $524 million a year. 
And for the observation that in New Mexico human services spend- 
ing has been growing out of control for the last several years, that 
growth is due to population increases and often times we find our- 
selves playing catch-up in addressing basic needs of the poor. Most 
Americans do not want to see people suffer, especially the children 
just because they are poor. A recent Albuquerque Journal poll 
showed approval of the job Congress is doing. I think everyone wel- 
comes some kind of change. But a substantial majority, 61 percent, 
said Congress is trying to cut back too much in Federal health and 
social spending. - 

On the issue of welfare. Welfare reform is necessary. I think 
there is no debate about that. But certain poor children and certain 
adults who desperately need help are going to suffer. A success in 
this however is a proposed $8 billion in childcare funding over 5 
years so that women can work and leave welfare rolls. The bill 
places a 5-year limit on cash welfare to families. Individual States 
cannot for fewer than 5 years. The Senate allows for up to 20 per- 
cent of cases to be exempted from 5 years due to hardship. While 
exemptions are a good idea, they might not provide enough flexibil- 
ity to States in times of economic recession such as the one we are 
experiencing now. The poor would be vulnerable to those State gov- 
ernment administrations that would not consider the word we have 
been hearing today, flexibility. Let me give you an example. 

A recent decision in New Mexico to halt general assistance pay- 
ments to the disabled who have been in the program for 12 months 
is an example of how government can be inflexible. As a result, 620 
disabled citizens lost benefits from the 12-month limit. It went into 
effect this month. And another 111 disabled faced the loss of bene- 
fits pending an appeal. As a caring society, what do we say to these 
people who have no income and have no way to support them- 
selves, they are disabled. And what do we say to these disabled in- 
dividuals who have children? What happens to their children? 

On the issue of Medicaid, a success, if you will. A bill by Con- 
gress that appropriates $3 million for a supplemental security in- 
come outreach program, the goal is to inform the elderly low in- 
come, the blind and disabled people about availability and method 
of applying for SSI money if their income falls below the poverty 
ceilings in their respective States. The explanation of a $3 trillion 
debt — we all know about that — and voter opposition to tax in- 
creases — we know about that — ^precludes meaningful discussions in 
my opinion for some solutions in the important areas of Medicaid. 
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We should be providing better education such as the SSI outreach 

S roCTam. Creative financial planning in developing a national 
ealthcare system that can be shared Dy the Federal Government, 
that can be shared by the private sector and by recipients. It is at 
least a hopeful alternative. 

When we hear and talk about an $18,000 tax break for individ- 
uals earning $200,000 plus, it gives the appearance — unless we are 
misunderst^ding — unless I am misunderstanding, of insensitivity 
to those on Medicaid whose strict eligibility reqiurements is $388 
earnings cutoff to qualify for Medicaid. You take that $388 and di- 
vide it by 30 days in a month and that is $12 to live on. That is 
to pay for gas and electricity, for water, for food, for rent, $12. That 
is $4,656 a year, a far cry from $200,000 plus annually. 

On earned income tax credit, the EITC, a success in this area. 
The EITC is the only program designed exclusively to help poor 
people who choose work, who choose work over welfare. It is based 
on the idea that a family with a full-time steady worker should not 
live below the poverty line. The program matches each dollar 
earned with a refundable tax credit of up to 40 cents until income 
reaches a certain level. For example, a worker with two children 
who makes $8,425 a year can claim an EITC of $3,370. The credit 
shrinks as income rises, ending at $27,000. At $27,000, a family of 
four, I do not think can be placed in the category of the rich and 
famous. Again, a far cry from the $200,000 plus incomes. A House 
GOP bill would take $20 billion out of that EITC over 7 years and 
the Senate bill would cut it by $66 billion. What kind of message 
does this send to that working man or woman? 

Finally and briefly, other successes — and I am going to refer to 
the 103d Congress. The 103d Congress passed more laws than ever 
helping women and I appreciate that. I work in the area of women 
and children. The Violence Against Women Act passed as part of 
the crime bill which provides $1.6 billion for rape crisis and women 
shelters and adds to personnel involved in rape and abuse cases. 

Bankruptcy legislation — ^this is really outrageous. Bankruptcy 
l^slation requires parents to continue paying child support even 
BTOr declaring bankruptcy. 

Other successes, the Headstart center — the Headstart Program. 
It originated — I have been with LULAC for 15 years. That or^- 
nated with LULAC. It was called — ^years ago when it first started— 
the Little School of 400. It is a very successful program. We are ex- 
periencing some cuts. 

I have a son — and if I could be personal here for just a moment. 
A son who is at the University of Notre Dame and a daughter who 
is at the University of Miami. I am very proud of that accomplish- 
ment. Each one of those institutions cost no less than $20,000 a 
year for their educations. My children are Hispanic. Actually, they 
are doubles, half Irish, half Hispanic. We have worked very hard 
to be high achievers. I have worked very hard with my children to 
make sure that they do all the right things in having those aca- 
demic grades and background and values and all of the things that 
goes wnth it that we hope in terms of when we talk about family 
values and success to be able to be competitive. I am very fortunate 
because these children are running track for these universities and 
got academic scholarships, so they are a little bit of the exception 
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to the rule. But in my education work with LULAC in providing 
scholarship moneys, I come across a lot of Hispanic students who 
are superb students, excellent students, and we say to them, when 
you work hard and you achieve, then you should go to the very fin- 
est universities this country has to provide. It should be the Har- 
vards and it can be the Stanfords and it can be the Notre Dames. 
It can certainly be the State colleges. My point to you is that that 
FAF assistance for college students is ludicrous. If private univer- 
sities cost $18, $19 or $20,000— and that is a debate for another 
day — and these students do what they are supposed to be doing in 
terms of their grades and the most that they can borrow is $2,600 
a year there is something wrong with that picture. They cannot go 
to those universities. Now, they can get those in grants. The most 
they can get in grants. They can borrow $20,000 a year but I can 
assure you, if those parents of those successful children feel like I 
do, they are not going to ask their kids to get in $100,000 worth 
of debt at the end of 4 years. We have a problem. I would like to 
see the FAF continued certainly, definitely not cut and increased 
if we can, especially for those students who are high achievers. 
Those minority students that we say, you know what, you can be 
success stories if you work hard. But let us give them an oppor- 
tunity, let us be real about financing the very best education this 
countiw has to offer. 

In closing, again while no one argues that reform is necessary in 
many areas, constituents from their respective States need to send 
a message to Washington that the poorest of the poor should not 
shoulder such oppressive burdens. We know there is a need for re- 
form. Government is about addressing America’s needs, and gentle- 
men, that is all Americans. 

Thank you very much. 

Mr. Clinger. Thank you, Ms. Mescall, for very compelling testi- 
mony. We appreciate your presence here today and bringing us 
your perspective. 

Mr. Strunk. 

Mr. Strunk. Good afternoon, Mr. Chairman, and members of the 
committee. I am Steve Strunk, chief administrative officer of Boat- 
men’s Sunwest, Inc., which is the largest financial institution in 
the State of New Mexico with $3.8 billion in total assets. 

Thank you for the opportunity to testify today. Each of you have 
enormous responsibilities to the citizens of our Nation and I know 
that it must be extremely difficult to balance the needs of so many 
different people. I also realize that it must be particularly difficult 
to serve on this committee, since a successful effort will require 
varying degrees of sacrifice from each one of your constituents. I 
would like to personally thank each of you for taking on the enor- 
mous challenge that has been presented to this committee. 

In 1968, when I was a junior in high school, I wrote a term paper 
expressing my concerns regarding the size of the accumulated Fed- 
eral deficit. At that time, the Federal Government had accumulated 
approximately $200 billion in debts during the first 192 years of 
the country’s existence. As you know better than I do, since that 
time, we have been accustomed to running annual Federal deficits 
which have been in excess of $200 billion per year. During the past 
30 years the Federal Government has successfully undertaken 
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many projects that have benefited our society, but the time has 
clearly come for the Federal Government to exercise a much great- 
er degree of fiscal discipline which will require our U.S. Congress- 
men and Senators to make extremely difficult and politically un- 

E opular decisions. However, unless our Federal Government can 
egin to exercise greater financial discipline, which would be work- 
ing toward a more balanced Federal budget, Americans will con- 
tinue to experience a decline in their real standard of living in 
their overall quality of life. The individuals who will pay the ulti- 
mate price for, “business as usual,” will not be the people gathered 
today in this room, but rather, it will be our children who are not 
currently in a position of helping us make the difficult decisions 
which require current sacrifice. 

From a businessman’s and a community leaders perspective, I 
would like to share with you five ideas that might be of assistance 
to you in attempting to reform the Federal Government. 

No. 1, greater use of sunset legislation. I believe that no one in 
this coimtry is familiar with all of the existing Federal laws and 
why they continue to be in effect. From a historical perspective, we 
may be able to develop an understanding of why legislation was 
originally enacted, but it would be much more difficult to explain 
why certain legislation continues to remain in effect other than in- 
ertia and a vast array of other perhaps more urgent issues which 
require your deliberation and action. I do not know what the appro- 
priate time period should be for the life of Federal legislation, 
whether it is 4 years or 5 years; however, I would ask that the 
Congress at least consider instituting sunset legislation more fre- 
quently. And if an issue was important enough to have Federal leg- 
islation, than it would require the ConCTess to act on those issues. 
This would help to ensure that Federal money did not continue to 
be spent on programs which were either one, antiquated; two, no 
longer required; or three, no longer a significant priority enough for 
our society. 

My second idea has to do with implementing an increase in the 
number of auditors within the Federal Government. A publicly 
owned company cannot continue to have credibility with its share- 
holders, nor could management keep their jobs if the company sus- 
tained the same type of media assaults regarding waste and ineffi- 
ciency that the Feaeral Government now experiences on an almost 
weekly basis by the pervasively popular prime time, “news shows.” 

If the media can uncover so much waste and inefficiency within 
the Federal Government, it seems to me that there must not be a 
sufficient number of auditors within the Federal Government. Al- 
though a proposal to increase the number of Federal Government 
auditors runs counter to the desire to reduce Federal expenditures, 
the media should not be the party that is bringing Federal Govern- 
ment waste and inefficiency to the public’s attention. Another ap- 
proach to address this problem would be to hire more external 
auditors to investigate Federal Government expenditures, which 
leads to my next idea. 

My third idea is to consider privatizing more Federal Govern- 
ment functions. Certain functions currently administered by the 
Federal Government can clearly only be performed by the Federal 
Government. Examples include the CIA and the FBI. Other Fed- 
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eral Government functions more readily lend themselves to privat- 
ization. Examples might include prison incarceration. This is cer- 
tainly not a new idea, but one that I believe is worthy of further 
research and implementation. The private sector has a greater abil- 
ity to perform functions on a much more cost effective basis than 
any level of government. 

The fourth idea is to consider providing financial incentives to 
Federal (^vernment employees for recommending expense savings 
ideas. During the past decade as corporate America has attempted 
to become leaner and meaner, it has become rather commonplace 
for businesses to offer their employees a small percentage, say 5 to 
10 percent, for any expense savings ideas resulting in actual sav- 
ings for the business. For example, if a private sector employee 
submits an expense savings idea which results in a $200,000 reduc- 
tion in expenses over the next 12 months, the employee would re- 
ceive $10,000 at a 5-percent payout. Not only does the company 
save $190,000 during the first year, but the business benefits from 
a $200,000 expense savings on an ongoing basis. Although I am 
sure that many Americans would resent this type of incentive com- 
pensation for Federal Government employees, financial incentives 
have proven to be a very effective tool for changing and motivating 
employee behavior within the private sector. I believe that this 
type of financial incentive could work within the Federal Govern- 
ment. 

The fifth idea relates to instituting more federally administered 
programs or functions which are financially self-sustaining. Two 
examples of where this strategy has worked is the bank insurance 
fund which insures deposits within the commercial banking indus- 
try. The beauty of the bank insurance fund is that the insurance 
protections for the public’s deposits has been funded by the private 
sector, that is by the commercial banking industry. Although there 
are political battles currently being waged in Washington right now 
to saddle the commercial banking industry’s bank insurance fund 
with the financial responsibility for repaying the RTC debt obliga- 
tions which were used to bail out the savings and loan industry, 
the bank insurance fund remains a good example of private sector 
funding of a societal need, that being the protections of the public’s 
financial deposits. 

A second example. Although, I am not intimately familiar with 
the financial operations of the U.S. Post Office, it is my under- 
standing that this Federal Government function has operated on a 
financimly self-sustaining basis since the early 1980’s, which rep- 
resents a second example of what I would consider to be respon- 
sible financial funding. 

Social Security represents the largest Federal Government fail- 
ure to fund a societal need on a financially self-sustaining basis. I 
was a double major in finance and insurance when I attended col- 
lege approximately 20 to 25 years ago. As a result, I studied pen- 
sion plans and the social security system. I was shocked to learn 
that if the Federal Government had segregated and invested the 
social security taxes that it had collected, each social security recip- 
ient in the early 1970’s could have been receiving $25,000 per year 
without touching the corpus or principal of the social security taxes 
that had previously been collected. Although, I believe the use or 
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misuse of the social security tax receipts is the worst example of 
financial irresponsibility on the part of the Federal Government, 
this does not mean that the Federal Government should cease its 
efforts to institute more federally administered programs or func- 
tions which are financially self-sustaining. 

I sincerely appreciate the opportunity to participate in today’s 
committee hearing and I wish you all the best in your efforts to de- 
sim a more effective Federal Government. 

^ank you. 

['The prepared statement of Mr. Strunk follows:] 



659 


Statement of Steven A. Strunk 
Chief Administrative Officer of 
Boatmen's Sunwest, Inc. 
Albuquerque, New Mexico 

Committee on Government Reform and Oversight 
Hearing on 'Creating a 2lst Century Qovernment' 
October 9, 1995 


Good Afternoon, Mr. Chairman and members of the Committee. 

I am Steve Strunk, Chief Administrative Officer of Boatmen's Sunwest, Inc., which is 
the largest financial institution in New Mexico with 3.8 Billion in total assets. 

Thank you for the opportunity to testify today. Each of you have enormous 
responsibilities to the citizens of our nation and I know that it must be extremely 
difficult to balance the needs of so many different people. I also realize that it must be 
particularly difficult to serve on this committee, since a successful effort will require 
varying degrees of sacrifice from each one of your constituents. I would like to 
personally thank each of you for taking on the enormous challenge that has been 
presented to this committee. 

In 1968, when I was a junior in high school, I wrote a term paper expressing my 
concerns regarding the size of the accumulated federal deficit. At that time the federal 
government had accumulated approximately J200 Billion in debts during the first 192 
years of the country's existence. As you know better than I do, since that time we 
have been accustomed to running federal deficits, which have been in excess 

of $200 Billion. 

During the past 30 years the federal government has successfully undertaken many 
projects that have benefited our society, but the time has clearly come for the federal 
government to exercise a much greater degree of fiscal discipline, which will require our 
U.S. congressmen and senators to make extremely difficult and politically unpopular 
decisions. However, unless our federal government can begin to exercise greater 
financial discipline,... working towards achieving a more balanced federal budget, 
Americans will continue to experience a decline in their real standard of living and their 
overall quality of life. The individuals who will pay the ultimate price for 'business as 
usual" will not be the people gathered today in this room, but rather it will be our 
children, who are not currently in a position of helping us make the difficult decisions 
which require current sacrifice. 
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From a businessman's and community leader's perspective, I would like to share with 
you five ideas that might be of assistance to you in attempting to reform the federal 
government. 

I. Greater Use of Sunset Legislation 

I believe that no one In this country is familiar with all of the existing federal laws 
and why they continue to be in effect. From a historical perspective, we may be 
able to develop an understanding of why legislation was orioinallv enacted, but it 
would be much more difficult to explain why cenain legislation continiia.s to 
remain in effect... other than inertia and a vast array of other.. .. aarhans morn 
urgent, issues which require deliberation and action. I do not know what the 
appropriate time period should be for the life of federal legislation (4 years?), but 
at least the Congress would only consider continuing expiring federal legislation 
(pursuant to sunset provisions) if it was important enough to be continued. The 
greater use of sunset provisions would help ensure that federal money did not 
continue to be spent on programs which were; 1) antiquated, 2) no longer 
required, or 3) no longer a significant enough priority for our society. 

II. Increase The Number of Auditors W ithin the F ederal Government 

A publicly owned company could not continue to have credibility with its 
shareholders nor could management keep their jobs If the company sustained the 
same type of media assaults regarding waste and inefficiency that the federal 
government now experiences on almost a weekly basis by the pervasively 
popular prime time 'news* shows. If the media can uncover so much waste and 
inefficiency within the federal government, it seems to me that there must not be 
a sufficient number of auditors within the federal government. Although a 
proposal to increase the number of federal government audKors runs counter to 
the desire to reduce federal expenditures, the media should not be the party that 
is bringing federal government waste and inefficiency to the public's attention. 
Another approach to address this problem would be to hire more external 
auditors to investigate federal government expenditures, which leads to my next 
idea. 

HI. Consider Privatbino More Federal Government Functions 

Certain functions currently administered by the federal government can clearly 
only be performed by the federal government. (Examples include the CIA and the 
FBI). Other federal government functions more readily lend themselves to 
privatization. (Examples might include prison incarceration). This is certainly not 
a new idea, but one that I believe is worthy of fuaher research and 
implemerrtaCon. The private sector has a greater ability to perform functions on 
a much more cost effective basis than any level of government. 
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IV. Consider Providing Financial Incentives to Federal Government Employees for 
Recommending Expense Savina Ideas 

During the past decade as corporate America has attempted to become leaner 
and meaner, it has become rather commonplace for businesses to offer their 
employees a small percentage (S% to t0%) for any expense saving ideas 
resulting in actual savings for the business. For example, if a private sector 
employee submits an expense saving Idea which results in a $200,000 reduction 
in expenses over the next 12 months, the employee would receive $10,000 (at a 
5% pay-out). Not only does the company save the $190,000 during that first 
year, but the business benefits from a $200,000 expense savings on an ongoing 
basis. Although I am sure that many Americans would resent this type of 
incentive compensation for federal government employees, financial incentives 
have proven to be a very effective tool for changing and motivating employee 
behavior within the private sector. I believe that this type of financial incentive 
could work within the government sector. 

V. Institute More Federal Administered PrQorams/Function.s Which Are Financially 
Self-Srf.stainino 

Two examples of where this strategy has worked is the Bank Insurance Fund 
which insures deposits within the commercial banking industry. The beauty of 
the Bank Insurance Fund is that this insurance protection for the public's deposits 
has been funded by the private sector, i.e., the commercial banking industry. 
Although there are political battles being waged in Washington right now to 
saddle the commercial banking industry's Bank Insurance Fund with the financial 
responsibility for repaying the RTC debt obligations, which were used to bail out 
the savings and loan industry, the Bank Insurance Fund remains a good example 
of private sector funding of a societal need. ..the protection of the public's 
financial deposits. 

Although 1 am not intimately familiar with the financial operations of the U.S. 
Post Office, it is my understanding that this federal government function has 
operated on a financially self-sustaining basis -since the early 1980's, which 
represents a second example of what I would consider to be responsible financial 
funding. 

Social Security represents the largest financial government failure to fund a 
societal need on a financially self-sustaining basis. I was a double major in 
finance and insurance, when i attended college approximately 20 to 25 years 
ago. As a result, I studied pension plans and the social security system. I was 
shocked to learn that if the federal government had segregated and invested the 
social security taxes that it had collected, each social security recipient in the 
early 1970's could have been receiving $25,000 per year without touching the 
corpus or principal of the social security taxes that had previously been collected. 
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Although I believe that the use lor misuse) of social securtty tax receipts is the 
worst example of financial irresponsibility on the part of the federal government, 
this does not mean that the federal government should cease its efforts to 
institute more federal administered programs/functions which are financially self- 
sustaining. 

I sincerely appreciate the opportunity to participate in today's Committee hearing and I 
wish you all the best in your efforts to design a more effective federal government. 


« 
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Mr. Clinger. Thank you for your very helpful suggestions. I 
want to thank all of you for very interesting and productive testi- 
mony, and I would now recognize for the first round of questions, 
the gentleman from New Mexico, Mr. Schiff. 

Mr. Schiff. Once again, Mr. Chairman, I am very proud of the 
witness panel here, we got a diverse group of views, and not to my 
surprise, by the way, since I had something to do with you being 
invited here today, and I am glad we had a diverse approach. 

Just because time is getting a little short, I am going to be very 
brief and have just a question and observation for each of you. 

Mr. Rhodes, you and I met, of course, through your involvement 
in Quatro Corp., you are building a high tech business in Albuquer- 
que, which I think is a model. Could you list briefly one or two or 
three things that the Federal Government might be able to do to 
promote the establishment and the growth of high tech business, 
whether it is affirmative or whether it is just get out of the way? 
That is your choice in responding, but I wonder if you could give 
us a couple of examples of where we should go? 

Mr. Rhodes. Sure, Mr. Chairman, Congressman. By and large it 
is the latter, it is get out of the way. If we look at the regulations 
and data that we have to record and archive now for Federal pur- 
poses, it just adds to the cost of our doing business. We would be 
much more streamlined and would not require the same functions 
if those were not in place. I had our human resources people list 
the various requirements that we have and I was pretty shocked 
to see page after page of data that are required for us. 

That would be the primary function. 

Mr. Schiff. Ms. Mescall, I would like to make a couple of obser- 
vations, but in fairness let you respond however you want to re- 
spond. 

Ms. Mescall. You bet. 

Mr. Schiff. You made references to certain political terms, “Con- 
tract with America,” “GOP,” a couple of times. So let me say it so 
happens that all of us up here are Republican but this is not a Re- 
publican committee. A Democratic Representative who was going to 
join us had a child become ill at the last minute and simply was 
not free to be here. So the committee, of course, as a committee of 
ConCTess, is bipartisan. But since you brought up that point, I 
would like to make two observations. 

One is general about government, not necessarily Republican or 
Democratic, but you expressed concern about will States essentially 
pick up programs that the Federal Government might not be spon- 
soring any more. And I want to observe that in the process of pro- 
grams moving to the States, and some are moving, I am sure of 
that, maybe the public will become more involved with the State 
government. And this is not actually meant to be Republican or 
Democratic, or for or against any particular Governor, but there is 
a remarkable drop off, as I am sure you are aware, of the number 
of people who choose to vote during the national election on the 
non-Presidential selecting year, even though in New Mexico, we 
elect our Governor and all our State officials during that year. And 
I personally believe that when certain programs do move to the 
States, I think maybe it will foster a greater involvement and in- 
terest in State government than I believe currently exists. 
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The second observation on the partisan issue is I do not agree 
with every decision the Republican leadership has made in Con- 
gress either. And we have our own tugs of war as I know the 
Democratic Party does across the hall. But I will make this obser- 
vation that when you say we know welfare needs reform — my ob- 
servation in my 7th year in Congress is that I have seen at least 
6 years where the other majority had a chance to do it and did 
not— did not do a thing. And I think that there is a price to pay 
for that. There is a price to pay for inaction, that a group may lead 
on an issue in a direction which, again, I do not share every single 
goal with, but which I think is moving because there was no action 
in previous years when there should have been action. 

That is my observation. With that, I have no question, but if you 
would like to respond on either or both of those 

Ms. Mescall. I would like to comment. You are absolutely right, 
there has been no change in the area of reform, and that has been 
through several Presidents. You know, it has been through Repub- 
lican and Democratic legislation. It is a problem that we can equal- 
ly share, no matter what the ideologies are. I think that is a fair 
statement. 

Mr. SCHIFF. Except the majority in the House was under one 
part and that is where lemslation originates. 

Ms. Mescall. Yes. Well, we will see what this change will look 
like, and that remains to be seen, what will happen and what the 
impact will be. 

I think my concern continues to be. Congressman Schiff, that — 
I know that my position is that we need some reform, we need 
some changes, it has not been run well. When the changes come, 
I agree with both of the speakers up here with me today, it should 
be gradual so that it is done well. What I am concerned about is 
that these very difficult decisions that impact real live people is 
done with some sensitivity, that we do not make these sweeping 
decisions on the backs of the very poorest, especially children. And 
those are some considerations, I am sure that are not going to be 
ignored. I think it needs to be said over and over again. I think 
that different regions and different States vary tremendously. You 
were in the State of Washington yesterday, I am sure that the 
sorts of things that you were hearing there, if you had a commu- 
nity representative advocate, as myself, can be very different than 
here in New Mexico. I am simply saying that all of these changes 
and reforms need to consider the people element. And I am con- 
cerned about New Mexico, frankly. 

So yeah, it is a bipartisan issue that we all need to be involved 
in and need to take responsibility. I want to make that very clear 
as well. 

Mr. Schiff. I just want to conclude this point by saying I agree 
with you. I would have preferred to see a more gradual change and 
shift of things so that we can carefully evaluate are we making the 
right decision. 

Ms. Mescall. Sure. 

Mr. Schiff. There was no gradual change at all during the years 
that I was present to watch what was going on. And I think the 
result of no change is that change because rather pronounced, let 
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us put it that way. And I just think if it is not one, it is the other. 
And I would have preferred and still prefer a more gradual change. 

My time has expired, but with the chairman’s permission, Mr. 
Strunk, I actually just wanted to thank you for your testimony, 
particularly with ideas on sunset provisions. I mean laws can be 
well intentioned and even effective when they are passed. That 
does not mean they are still serving their usefulness 5 or 10 or 15 
or 20 or 25 years later, as the case may be. And I think that is 
one of several good suggestions you made for us. 

Thank you, Mr. Chairman, I yield back. 

Mr. Clinger. Thank you, Mr. SchifF. And I am now pleased to 
recognize the gentleman from California, Mr. Horn, for 5 minutes. 

Mr. Horn. Thank you, Mr. Chairman. 

I read Dr. Rhodes’ testimony and I heard most of Ms. Mescall 
and all of Mr. Strunk and I want to thank each of you for the fine 
contribution you have made to this hearing. 

I am not going to really ask a question of this panel except I am 
going to make a comment, I am going to quote from a recent mem- 
oir paragraph, “My American Journey” by Colin Powell, former 
chairman of the Joint Chiefs of Staff, what he has to say about 
public education. I was interested in your comments and your men- 
tioning of a few, quote, prestige universities. I want to lay down 
the record as a holder of a few degrees from prestige universities, 
much as Dr. Rhodes has held them from public universities, and 
as a graduate of Stanford and Harvard, let me say I will match the 
public universities of American any time against the elite prestige 
universities in terms of quality of under-graduate education in par- 
ticular. General Powell reflects these views, so I am going to quote 
from him. He says, “Yet even this C average student emerged from 
the City University of New York prepared to write, think and com- 
municate effectively, and equipped to compete against students 
from colleges that I could never have dreamed of attending. If the 
Statue of Liberty opened the gateway to this country, public edu- 
cation opened the door to attainment here. Schools like my sister’s 
Buffalo State Teachers’ College and the City University of New 
York have served as the Harvards and Princeton s of the poor, and 
they served us well. I am consequently a champion of public sec- 
ondary and higher education. I will speak out for them and support 
them for as long as I have the good sense to remember where I 
came from.” 

I notice with interest Dr. Rhodes has his Bachelors degree in 
chemistry from Arizona State University, his Ph.D. in physical 
chemistry, minor in metallurgy, from the University of Utah. I was 
for 18 years president of California State University in Long Beach. 
Some of my first rate students happened to be Hispanic. I graded 
by the same standard I graded at Harvard and Stanford, on an ab- 
solute. They received As, they could have done the work at Har- 
vard and Stanford and they did it at Long Beach and they will be 
major contributors to our society, as most public graduates are. 

The most important thing people in a State can do — and you 
have a first rate university here at the University of New Mexico — 
they reformed medicine. Harvard Medical School copied the Uni- 
versity of New Mexico. And you ought to be proud of that work. 
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and the key is the investment of the people in public higher edu- 
cation. That is where opportunity comes from in this society. 

Thank you, Mr. Chairman. 

Ms. Mescall. May I comment? 

Mr. Horn. Certainly. 

Ms. Mescall. I am a product of a public university institution, 
you missed my point. My point is that if a student wants to go to 
the University of New Mexico, University of Utah, Harvard or Uni- 
versity of Notre Dame, they should have the opportunity to have 
some of those choices. That is simply the only point that I wanted 
to make. 

Mr. Horn. Yes. Harvard has the money to give scholarships. 
They cannot give to them to all. And so does Stanford. And they 
both charge what I regard as outrageous tuitions now. 

Ms. Mescall. I agree. 

Mr. Horn. And I do not think — I think they need to go 
downsizing in some of these universities and find what they really 
need to do. 

Mr. Clinger. The gentleman from Arizona. 

Mr. Shadegg. Thank you, Mr. Chairman. 

Again, I guess I would like to join Mr. Schiff in complimenting 
each member of this panel for their thoughtful testimony. 

Mr. Rhodes, I want to focus for a minute on you and your exper- 
tise. As I mentioned, the members of the freshman class began 
with a goal of eliminating at least three or four cabinet level agen- 
cies, we will at best eliminate one. And when you eliminate an 
agency, you really only eliminate some of its functions because 
clearly there are some functions within every agency which need to 
continue and continue at the Federal level. 

One of the things that troubles me is that I think all too often 
in the Federal Government, we produce the maximum pain for the 
minimum gain. For example, some of us believe that the Federal 
Government should not be in the business of financing the Na- 
tional Endowment for the Arts. We simply think that is not a fun- 
damental function of the Federal Government — or the National En- 
dowment for the Humanities. So we would like to see those pro- 
grams zeroed. In point of fact, what we have done is cut them to 
some degree but not eliminated them. Nobody wanted them cut a 
little bit. Some people wanted them to grow, some people wanted 
them to be gone, and what we do is we cut them a little bit, which 
does not make the people who want them to grow happy, and it 
doesn’t not make the people who want them gone happy. So it pro- 
duces a strategy of maximum pain/minimum gain. And it is at 
times, at least for me as a freshman, quite frustrating. 

Your concluding remarks talk about bold action and radical sur- 
gery. One of the departments that we as freshmen talked about 
eliminating was the Department of Energy, and I am on a task 
force to eliminate the Department of Energy. There again, there 
are functions of the Department of Ener^ that are important, per- 
haps vital and important for the Feder^ Government to perform. 
There are other functions that I think need not be done at all, and 
certainly not done by the Federal Government, perhaps not by any 
level of government. 
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I guess with your expertise, I would ask your suggestions regard- 
ing the Department of Energy and whether or not you feel that it 
ought to be eliminated or you feel it is performing an important 
function and what functions you think might need to be preserved, 
if any, and what you would eliminate — ^your view on that particular 
agency. 

Mr. Rhodes. Sure. Mr. Chairman, Congressman, I would advo- 
cate dismantling the department. The original reason that we sepa- 
rated the nuclear weapons expertise from the military are no 
longer present, in my view. If we cannot trust our generals to han- 
dle nuclear weapons at this point in time any better than we could 
in 1945 or 1948, I think we would have a problem. And that is the 
residual main function of DOE, which has agglomerated numerous 
pieces of expertise from different agencies as they went into solar 
ener^. As they went into geothermal, they pulled blocks out of Na- 
tions Science Foundation and other locations, and put it under 
this umbrella organization. It does not function as an energy de- 
partment now, nor has it ever. 

Mr. Shadegg. Thank you. 

Mr. ScHiFF. Would the gentleman yield for 1 second? 

Mr. Shadegg. Certainly. 

Mr. ScHiFF. A number of Members of Congress are interested in 
a Department of Science. This is not the environment, as you can 
expect, to be creating new departments, but nevertheless, there is 
a number who share the idea that one department would create a 
national science policy in this country, not that that would not be 
without its individual problems, but I wonder, having heard what 
you said about the Department of Energy, what would your view 
be of a Department of Science? 

Mr. Rhodes. Well, I am not sure I could support a department 
level being created. Certainly the function is valid for the economic 
security of our country and what is sustaining our world position 
is the ^owth of technolo^ and our leadership in many of the 
areas — in computer technolo^ specifically. But department levels 
should be very carefully considered to only those extremely critical 
functions, in my view, not that the Federal Government should not 
sustain some residual role. But if you will look across the national 
laboratory structure in this country, you will see a CTeat amount 
of waste, fraud and abuse. We have selected the best and the 
brightest and brought them into these constructs and have taught 
them that they do not have to be accountable. I think Sandia is ac- 
tually exemplary in having a mission statement of making people 
accountable and having more productive citizens. 

As I look at the other national labs, including the one that I hap- 
pen to be a guest scientist at, I do not see the same type of produc- 
tivity or accountability. 

Mr. SCHiFF. I yield, I thank the gentleman for yielding. 

Mr. Shadegg. I appreciate those comments. Do you have your 
own views on why that accountability or productivity does not exist 
elsewhere? 

Mr. Rhodes. Well, I think it is just, without the sunset provi- 
sions we created the laboratories, they had great need when they 
happened, but after the programs were put in, the money came in 
over the transom, and to some degree it still does. It floats in over 
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the transom and every time you talk about a cut, people wr;., 
their hands, and yet there are not necessarily productive programs 
with milestones in productivity that is being demanded. And until 
you change that, until people really worry like they do in the pri- 
vate sector about sustaining their jobs, and that they can be fired 
if they are not productive, that will not change. 

Mr. Shadegg. With all due respect, I am not going to get on the 
sunset bandwagon quite yet. We had sunset legislation in the State 
of Arizona. For many, many years while I was in the Arizona At- 
torney General’s Office, part of my job was to monitor all State leg- 
islation and testify before the legislature on a daily basis, and at 
least from my observation, sunset was — and I do not want to be too 
strong here, but in my view, an unmitigated failure. What it did 
was cause each agency to simply go in and find the little constitu- 
ency that it was serving, rally that constituency to come in and 
lobby that it was doing a wonderful thing and the only reason that 
it did not get a rave review by the State auditors was because it 
did not have quite strong enough regs, it needed a little bit more 
statutory authority, it certainly needed more money and it cer- 
tainly needed more people to enforce its authority. 

And quite frankly, I believe what is causing that lack of produc- 
tivity is what you said at the end, and that is the lack of private 
sector incentives, a bottom line — profit, succeed, fail. And I am not 
certain that it is possible, though I have spent a great deal of my 
life looking, and I will continue looking, to make government re- 
spond the way the market makes the private sector respond. We 
are right now doing sunset for regulations at the Federal level 
throu^ a subcommittee that I serve on of this committee with 
Representative David McIntosh, and we are going to sunset hope- 
fully foture reflations. My fear is that the process will simply 
lead to us writing stronger and tougher regulations, and I am not 
at all convinced that is the answer. 

I think my time has expired. 

Mr. Clinger. The gentleman’s time has expired. 

I just wanted to make a comment to Mr. Strunk. We have under 
the jurisdiction of this committee a piece of legislation that speaks 
to the concern that you have. It is called the Chief Financial Offi- 
cers’ Act, and it requires the appointment of a qualified person to 
be the Chief Financial Officer of every agency and department, and 
it has only recently bef n to be implemented, but I think it is 
going to have a profound effect on the way we operate and the fact 
that we will have really good audits of these funds that we never 
had before. So I hope that encourages you to think 

Mr. Strunk. It does, thank you very much. 

Mr. Clinger [continuing]. That we are in fact dealing with some 
of these things. 

We are getting a little pressed for time here, so I am going to 
thank all of you for your participation, really appreciate your testi- 
mony and we will look forward to having your testimony as part 
of our record. Thank you very much. 

We now move to the next portion of our hearing, and again I am 
going to turn to Congressman SchifF to introduce the members who 
will be giving oral testimony, I gather from this microphone. If you 
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speak from this microphone, you do not have to get sworn, so that 
is an advantage of speaking from that microphone. 

So I will turn it over to Congressman Schiff to introduce the 
interlocutors that will be speaking now, for 5 minutes each. 

Mr. Schiff. Thank you, Mr. Chairman. Mr. Chairman, I just 
want to say again that we invited — the number came down to 
seven I believe — individuals who hold unique positions in our com- 
mimity or who represent large groups of individuals across the 
spectrum of our community. Once again, we could not get every- 
body who might quality in either of those descriptions for lack of 
time, but did our best as I hope everyone feels we did, in the three 
panels that we have already heard from. 

And I would like to call first upon the — for up to 5 minutes— the 
president of the University of New Mexico, Dr. Richard Peck. Dr. 
Peck, welcome and thank you for coming. With or without being 
sworn, the microphone is yours. 

STATEMENT OF RICHARD PECK, PRESIDENT, UNIVERSITY OF 

NEW MEXICO 

Mr. Peck. Thank you, Mr. Chairman, members of the committee. 

I will be brief, with a probably foolish suggestion, or I have been 
told that by a State legislator, it is something I know works at the 
University and I would love to see it introduced into all levels of 
government. Most governments that I am aware of have a funding 
policy that says as you near the end of the fiscal year, in order not 
to have your surplus money sucked up, you buy a railroad car full 
of chalk or something in order to spend the money. And those de- 
partments that have run into a deficit have their deficit formven 
or paid for from some mysterious pot elsewhere. Those that nave 
actually been efficient in the management of their funds have that 
efficiency punished by having their funds taken away. 

Eight years ago, a new vice president at the University of New 
Mexico changed our practice and policy. If a department shows a 
surplus at the end of the year, the department keeps half of that 
surplus for one-time expenditures, for capital needs, for special 
projects. The other half is taken back. A department that shows a 
deficit has that deficit removed from the first week’s allocation the 
next year and they start the next year’s budget lower by the deficit 
they incurred at the end of the preceding year. 

I will suggest — I can give you a very clear demonstration of how 
that works. We have a Dean of Arts and Sciences at the University 
that inherited a college when he took over with a $2 million deficit. 
He removed it in 2 years by telling each department they got to 
keep half of what they saved from their operating budget, the other 
half went to reduce tne deficit. The deficit is gone now, he is run- 
ning a college that is in the black. 

This year, we faced a 2.5 percent cut mandated by the State, 
moneys held back. That college that only 3 years ago was $2 mil- 
lion in debt, was able to pay its 2.5 percent out of savings in this 
year without reducing any other existing programs. 

A question that you might reasonably ask is if they have that 
surplus, why do we not simply but their budget the next year? Con- 
gressman Shadegg said we need to have available to them the 
same incentives that are there for private enterprise. If you do not 
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let them keep any of it, they will go back to the old system of 
spending everything in the year. If a department has a surplus 3 
years in a row, we will then reduce its budget by the amount of 
the surplus and we will start over again. But there is an incentive 
there that encourages efficient management, penalized inefficient 
management and I do not believe that is the way other universities 
or most governments operate, where efficiency is frankly punished. 

My suggestion a brief and probably foolish one. I say that be- 
cause I have not seen our State legislators leap to adopt it though 
I proposed it to them some weeks ago. 

Mr. Cldmger. I think it is an outstanding suggestion and I really 
welcome it. 

Mr. ScHiFF. Probably one of the major problems — if I may be rec- 
ognized, Mr. Chairman — probably one of the major problems in 
government planning now, when I became district attorney in this 
county back in 1981, we were getting into the computer age, and 
the question was how do you pay for all the hardware at that time. 

I haa the idea of saving a certain amount out of one fiscal year’s 
budget and then putting that with a similar savings in the second 
year’s fiscal budget and buy our computers, we will not have to ask 
for any special capital outlay. I was told by a number of people 
more experienced with State government than me, and I do not 
want to pick on the State, but I think it is a universal problem, 
that is the dumbest thing you can do because if you save a certain 
amount of money, first they will revert it back to the general fund 
at the end of the year; and second, in the second fiscal year, they 
will decide you did not need it in the first place and reduce it from 
your budget. So we neyer bought the trainload of chalk and hoped 
we used money efficiently, but the idea of trying to save and trying 
to economize is very laudable. 

I would even add one suggestion. I would say that if you have 
a manager that is good enough to save money, I would not be so 
hurried to lower the budget in 3 years. I would at least work with 
him about how would you use the money if you continued it, I 
would continue that incentive. 

'Thank you. Dr. Peck. 

Mr. Peck. Yes, sir. 

Mr. Clinger. Any other questions? 

[No response.] 

Mr. Peck. Gentlemen, thank you. 

Mr. Clinger. Thank you very much. 

Mr. ScHiFF. Mr. Chairman, in any change in the Federal Govern- 
ment, people who will be very affected will be of course the people 
who work for the Federal Government. And we have invited the 
American Federation of Government Employees to send a rep- 
resentative, and they have sent Mr. James Red. Mr. Red, welcome. 

STATEMENT OF JAMES RED, UNION STEWARD, AMERICAN 

FEDERATION OF GOVERNMENT EMPLOYEES, LOCAL 4041 

Mr. Red. Sir, I hope you do not mind if I sit. I have a bad back. 

Mr. Clinger. Fine. 

Mr. Red. Mr. Chairman, my name is James Red and I am a 
union steward with the American Federation of Government Em- 
ployees Local 4041, and on behalf of the AFGE and my president. 
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President Loretta Montoya of Local 4041, I would like to thank you 
for the opportunity to testify here today about the government of 
the 21st century. 

Now we were given 5 minutes to give about 20 some sheets of 
paper here 

Mr. ScHIFF. If I can interrupt, Mr. Chairman, I ask unanimous 
consent that Mr. Red’s and all other statements be included as part 
of the record as if fully stated. 

Mr. Clinger. That will be done. 

Mr. Red. Thank you, sir. 

I would like to talk about partnership. I have served close to 30 
years in the Federal Government, both in the military and with the 
Social Security Administration. And I can tell you about what we 
term as the decisionmaking process in regards to social security 
where you have the upper management that sends decisions down 
to the employees. This does not work very well because what it 
does is it stifles the employees’ decisionmaking process of going 
back up. In the military, where you have a chain of command 
where word comes down and then word goes back up, we do not 
have that very well in the agency that I am in. 

So in regards to the decision process and the partnership that we 
talk about, we talk about employee empowerment, and this is 
where your front line workers, who know their jobs, know their po- 
sitions, they know the definitions that they have to work under, 
they are involved into the decisionmaking process and sending it 
back up. 

Labor and management in partnership is the name of the game 
for the 21st century. You have management, you have union and 
you have employee. What management and union and employee 
will do in the 21st century is we together, especially with the 
AFGE, will set the goals, we will sit down and talk about what we 
are supposed to achieve. The next thing we will do is set the objec- 
tives to meet those goals. And then the third thing we will do is 
teach the tasks on all ends of this line, to get the mission accom- 
plished. 

AFGE’s new vision is the front line worker and the 
empowerment phase. We believe in a partnership. Under Executive 
Order No. 12871 by President Clinton, labor and management will 
achieve the goals together. So that is the direction that we are fol- 
lowing. 

And the two examples that I g^ve to you are both in Albuquer- 
que, NM. The first one I will use will be the Albuquerque 'Tele- 
Service Center, which is located at Bradbury. We have over 600 
employees that work with us, and we represent close to 500 em- 
ployees, we have close to 180 union members that are full time em- 
ployees at the Tele-Service Center. Through the management at 
the Tele-Service Center and through our employees and the first 
line supervisors and the front line employees, we have put together 
a plan and proCTam that has enabled our Tele-Service Center and 
the other Tele-Service Centers that deal with Social Security Ad- 
ministration across the Nation to be the best recognized in tele- 
service centering, and that includes — we won against AT&T, we 
won against Nordstrom, we won against Disney and other major 
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corporations that deal very heavily into the tele-service arena. So 
we came out No. 1 on that, and we did that this year. 

The second thing is with the VA. Now I am a disabled veteran, 
that is why I am sitting instead of standing, and I frequent the VA 
Hospital in Albuquerque usually on a monthly or bi-monthly basis. 
And when I first came here, it was nothing for us veterans to sit 
3 to 4 hours before being waited on. Since they have gone to the 
empowerment of the employee, the union and the management, 
they have reduced that from up to 4 hours, down to 30 minutes be- 
fore you are waited on. And the people out there are outstanding, 
thw really work hard to help us out. 

'fhe second example that I have is that with the Social Security 
Administration we have shown that when you let the employee 
work with the management and let the union be in the center of 
the affair, that things work out, things do work. 

Another change that we have here is that people are going to re- 
sist changes. We have heard the audience say that today, that you 
will have a resistance to change — that is human nature. We see 
that both in the union, we see it with the employees and we see 
it with upper management. People are afraid. I have 600 people out 
there that are aft-aid they are going to lose their jobs. I have talked 
to Congressman Schiff, to both Senators and our entire congres- 
sional delegation, that we have people that are afraid and they 
kind of resist the changes about to take effect here. 

But we see that the partnership and as the other gentlemen and 
ladies were talking to up here is when you talk about your partner- 
ship, what you do is you educate the employees and you educate 
the management, and that is what the union is doing — that is what 
we are doing, we educate the management and we educate the em- 
ployees to the need for change. 

Mr. Schiff. I have to, with regret, Mr. Red, ask you to move to 
a conclusion, and again stress that your entire written statement 
will be part of the record. 

Mr. Red. Thank you, sir. 

The last thing I have to say is thank you very much for letting 
AFGE make its presentation to you. We have the full testimony 
there. If you have any questions for us, please feel free to ask. 

[The prepared statement of Mr. Red follows:] 
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JAMES RED 

AMERICAN FEDERATION OF GOVERNMENT EMPLOYEES 
AFL-CIO 
local 4041 

Mr. Chairman, my name is James Red and I am a union steward 
with the American Federation of Government Employees Local 4041. 
On behalf of AFGE, I would like to thank you for the opportunity to 
testify here today about the government of the 21st century. 

The current desire to transform the management and 
administration of the federal government is not new. Since the 
modern civil service system was created over 100 years ago, civil 
service reform has been a recurring theme in our political culture 
and a frequent target of Democrats and Republicans alike. Many of 
these past reform efforts were built on the false premise that 
federal employees are inept or untrustworthy, and should shoulder 
the blame for the low esteem in which government is often held. 
Politicians of all stripes discovered that one way to get elected 
was to run against government, and the best way to run against 
government was to run down government employees . 

The sad but predictable results of these exercises in 
bureaucrat -bashing ranged from the misguided attacks of the Grace 
Commission to the failed centralized management control schemes of 
the Civil Service Reform Act. Reform efforts like these have 
largely failed to accomplish what they set out to do: improve the 
performance of government. 

As a nation, we can do better than this and we must. The 
dedicated men and women who make up the federal civil service -- 
over 2 million hard-working Americans -- are a vital part of our 
democratic government. It is federal workers who transform the 
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rough mandate of laws passed by Congress into the indispensable 
reality of government services and benefits. Whether stopping the 
flow of illegal drugs or caring for veterans, federal employees 
serve as a tangible reminder that in a democratic nation, the 
government exists to serve its citizens. 

But this democratic promise of government is under strain. 
Today the most visible threat comes from an anti -government frenzy 
that has many in Congress engaged in a futile and destructive 
bidding war to see who can cut the most federal programs or slash 
the most federal jobs. What the slash and burners fail to 
recognize is that the cries for deficit reduction have not and will 
not reduce the taxpayers' insistent demand for high-quality 
services or the skilled performance of basic governmental 
functions. Whatever government does and whether it costs less or 
not, it is federal employees who must ensure that it is done well 
and meets the needs of a demanding public. Every endeavor of the 
federal government ultimately relies on the skills, ability, and 
motivation of federal workers. 

Tied closely to the harsh realities of budget deficits and the 
steady demand for high-quality government services are the 
demographic and technological changes reshaping the character of 
the federal civil service. The years ahead promise far more 
ethnic, racial, and sexual diversity in the workforce. The 
increasing number of two- income families and an aging population 
will demand more flexible work schedules and dependent care 
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services to help those struggling to balance child care, elder 
care, and other family commitments. 

Rapid changes in technology will fundamentally alter the 
nature of work, requiring higher- skilled employees who can adapt 
quickly to a constantly changing work environment . Management and 
labor are both facing the need to reduce costs, upgrade skills, 
improve productivity, and ensure the delivery of high-quality 
service . 

Unfortunately, the Civil Service Reform Act of 1978 (CSRA) is 
painfully out of step with the challenges facing federal service as 
we move to the next century. In fact, it is fair to say that the 
current civil service system is at the heart of the government's 
most enduring performance problems and has contributed more than 
any other factor to the lack of faith many Americans have in their 
government, the sense of many that government simply does not work. 

The problems with the CSRA are deeply rooted. The structural 
foundation of the Act is an obsolete management philosophy which 
evolved in the early part of this century and reached its zenith in 
the corporate culture of the 1950s. This organizational model 
emphasized centralized control with layer upon layer of management 
to keep it tightly in place; autocratic, top-down decisionmaking; 
and rigidly defined and simplified job tasks. With its emphasis on 
control, rules, and standardization, this model was designed to 
take the thinking out of work and to devalue and discourage 
employee participation in workplace decisionmaking. 
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The federal civil service system effectively replicated this 
"command and control" model of corporate bureaucracy. The 
government and its front-line workers were being strangled by red 
tape and silly rules, buried under stacks of pointless paperwork, 
and constrained by layers of mid- level managers who did little but 
watch others work. This system was designed in every way to avoid 
mistakes, not to produce results. 

By the early 1980s, American businesses began to abandon this 
outdated management philosophy of "command and control" in order to 
remain competitive and survive in the new world of tough global 
competition, complex new technologies, and lightening-fast 
communications . These companies learned the hard way that in the 
transformation from an industrial age to an information age -- from 
the Model T to the computer chip -- a premium is placed on 
intelligent, highly- trained, creative workers who can analyze new 
situations and act quickly and effectively. 

A revolution based on quality and customer service began 
sweeping through private industry. Companies like Corning Glass, 
GM, Motorola, and Xerox began shifting their organizational 
structures from centralized control and hierarchy to trimmer, 
flatter management structures and greater employee participation. 
As more and more companies moved to form high-performance work 
organizations, they discovered that the knowledge and creativity of 
their employees was often the margin of difference between 
mediocrity and excellence. 
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There is no question that the engines that drove this high- 
performance quality revolution were the principles of employee 
empowerment and labor -management partnership . 

Employee empowerment rests on a simple but powerful idea : the 
people who are closest to the work know where the problems are and 
usually have the best solutions. Not all good ideas flow from the 
top down. When front-line workers are trusted to identify and 
gorrect problems, and when their decisions are supported by top 
•management, they will be motivated to make continuing and 
meaningful improvements to the work they do. The key is to push 
decisionmaking down and give workers the authority to think 
creatively and act independently, but guided all along by the 
organization's objectives and values. 

The other essential feature of the high-performance workplace 
is a partnership between labor and management. At Saturn, Xerox, 
Corning, Harley Davidson, Cadillac, Dayton Power and Light and many 
other unionized companies, the evidence has shown that quality 
improvement efforts and work restructuring plans will not succeed 
in any lasting way without the support of unions and the employees 
they represent . 

The evidence is also in that long-term organizational success 
is bound together inseparably to good relations between labor and 
management . Companies that were trying to remake themselves in 
every other area of their operations discovered that business as 
usual between labor and management was not good enough. 
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Over time they found that involving the union as a true 
partner in identifying workplace problems and crafting solutions to 
those problems was good for shareholders and good for the bottom 
line. Partnerships led to increased productivity and quality, 
better customer service, and greater employee satisfaction on the 
job. The private sector has discovered that it is impossible to 
build a quality operation by treating employees as costs to be 
minimized or by denying the legitimacy of labor to participate in 
basic workplace decisions. 

Now this did not exactly come as a surprise to AFGE or its 
members. As federal employees who believe deeply in government, 
our members want to participate in positive ways to improve Che 
quality of government service. Time and again we have been 
frustrated by a sluggish bureaucracy that favors rules and 
regulations over innovation, and results. 

For years we have tried to get employees involved in decisions 
that affect their working lives and improving the way government 
operates, but we've been told "that's management's job." This 
attitude was emblematic of everything that was wrong about 
government. AFGE members know firsthand what it's like to be 
dedicated, skilled employees trapped in systems that stifled their 
creativity and made little use of their ideas. We came to 
understand a long time ago that the civil service system's brand of 
top-down decisionmaking did not serve the interests of the working 
men and women we represent . 
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But just as important, the current structure of the federal 
civil service is incapable of producing Che quality and quantity of 
services demanded by the public. The challenges of the future 
cannot be met within the existing framework of centralized control . 
Neither our members nor Che American people are well -served by the 
status quo. 

That is why AFGE has supported President Clinton and Vice 
President Gore in their efforts to reinvent the government through 
the ongoing work of the National Performance Review. Reinvention 
is fundamentally about change. It is about a change in the very 
culture of the federal government: its habits, its attitudes, its 
performance . 

It is also about a change in the way the American people think 
about their government. Reinvention means chat government is no 
longer seen as coo inflexible, Coo slow, or too unresponsive. A 
reinvented government is one that can effectively and efficiently 
serve the needs of its customers, those millions of citizens who 
count on the government every day to inspect the food we eat, 
deliver our Social Security checks on time, safeguard our 
workplaces, and keep our water clean. 

In a welcome break from past reform efforts, this 
Administration did not see the federal employee as an obstacle on 
the road to change . They recognized that federal workers are 
nothing like they are portrayed by the political opportunists, 
radio talk show blowhards, and other cut-rate demagogues. They're 
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not lazy or incompetent and they're not satisfied just going 
through the motions. The NPR discovered what AFGE has known for 
years; federal employees work hard, they're smart, and they want to 
be freed from inflexible, archaic rules and empowered to do the job 
the right way. 

AFGE has a new vision for federal service that speaks directly 
to the urgent need for change. In the new government workplace, we 
believe that front-line workers must be empowered to participate 
meaningfully in workplace decisions, and must be free to do the 
right thing, rather than compelled to do the prescribed thing. We 
believe as well that in the new government workplace labor and 
management have a shared interest in the success of any agency 
operations, and must work together as full partners to make the 
government work better for the American taxpayer. If the government 
is serious about recapturing the trust and respect of the American 
people, it must discard the inflexible and discredited management 
practices of the current civil service system in favor of the high- 
performance, high-value practices adopted by more and more of the 
Nation's most successful private and public organizations. 

At the heart of this transformation to a high-performance 
organization is the creation of labor -management partnerships . 
President Clinton confirmed this when he signed Executive Order 
12871 in 1993 and called for a "new partnership" between federal 
labor unions and management to achieve the goals of reinvention. 
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This represents an extraordinary milestone in the history of 
labor relations in this country. For the first time, the federal 
government's Chief Executive has recognized that there is a 
meaningful role for federal workers and their unions in the day-to- 
day operations of the government. And for the first time, it was 
acknowledged that government -wide reform efforts will fail without 
the full and active participation of labor unions and the employees 
they represent . 

Partnership offers a way for labor and management to work 
together identifying problems and crafting innovative solutions in 
accordance with the shared goals of productivity, efficiency, and 
quality customer service. In this way, we believe that partnership 
can bring about dramatic improvements in government performance. 
And perhaps most important, partnership is not tied to one 
political party nor is it rooted in any particular ideology. As we 
see it, partnership is a practical, bottom-line response to the 
public demand for a more responsive, effective government. 

And we have been seeing practical, bottom-line results across 
the government since the Executive Order was signed. Let me share 
just a few examples with you: 

♦ As a result of employee and union-led initiatives, the Social 
Security Administration (SSA) was recently cited by a leading 
financial news publisher as having the best toll-free customer 
service in America. Dalbar Financial News Services reported in its 
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publication entitled World Class Benchmarks that SSA employees 
ranked first in courtesy, efficiency, and knowledge, beating out 
such top-flight companies as LL Bean, Nordstrom, and Disney. 

♦ At the VA Medical Center in Des Moines, self -managed work teams 
established through partnership have slashed annual overtime costs 
from thousands of dollars down to zero. These same teams have also 
cut in half the amount of time veterans have to wait for treatment 
.at the hospital . 

♦ At another VA hospital in Albuquerque, the local AFGE union and 
management have jointly designed several new clinical programs, 
including a new drug- rehabilitation center, a pain-management 
clinic, and a women's clinic. Other quality improvements designed 
jointly by labor and management have reduced the waiting time for 
patient care from 4 hours to 30 minutes. 

♦ By jointly designing new work systems and using self -directed 
work teams, AFGE and management at the Naval Warfare Center in 
Indiana were able to eliminate 150 mid-level management positions, 
saving the taxpayers a bundle in the process. 

♦ At the U.S Mint, employee-led work teams reinvented work systems 
and introduced new work procedures to an organization that 
delivered only 50% of its orders in 8 weeks. Now, as a result of 
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the changes made be the agency's own front-line workers, the Mint 
ships better than 92% of its orders in only 4 weeks. 

These are just some of the ways in which labor-management 
partnerships have invigorated the federal workplace, investing it 
with fresh ideas and a new spirit. Partnership is enabling the 
government to better serve the taxpayer while, in many cases, also 
gutting operating costs. 

Now, are we seeing results like these everywhere across the 
government? No, we are not there yet. But remember, the federal 
government employs some two million men and women and well over 
half of them are represented by a labor union. This is 
organizational change on an unprecedented scale. In effect what we 
now have is the largest living laboratory for the study of labor- 
management cooperation in the history of this country. Moving away 
from conflict and toward partnership will mean that attitudes will 
have to be tramsformed, old habits will have to be replaced by new 
ideas, and the labor relations culture itself will have to undergo 
real and wrenching changes . 

And as anyone who has gone through the process of 
organizational change will tell you, it is not easy. It takes time 
and patience. It takes a serious, sustained commitment at every 
level in the organization. And even with all that, there is no 
guarantee that you will succeed. 
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People resist change, and we are seeing that now. Change is 
threatening. People at the top feel threatened by labor-management 
partnerships and employee empowerment because now they have to give 
up some of their control and share their decisionmaking authority. 
Mid-level managers are also threatened, because they've always been 
in the business of command and control, making sure that things 
were done by the book. With partnership and the increasing 
popularity of self -directed work teams, managers will have to be in 
the facilitation business, working with employees to establish 
goals jointly and make decisions jointly. 

And let's be honest, partnership can be just as threatening to 
employees and their unions. Many federal employees are used to 
being told what to do and when to do it. Now they're being asked 
to make their own decisions and take responsibility for them. 
Unions have to adapt to this new era of partnership as well . Union 
leaders must be able to create and articulate a proactive union 
agenda for organizational change that is based on union values but 
aligned with jointly developed goals. We have to do more than 
simply oppose management actions; we have to be willing to offer 
our own ideas for solving problems and improving the quality of 
worklif e . 

At AFGE we have accepted that challenge. We believe that 
labor and management have a mutual interest in the success of 
government and a shared responsibility to work for that success . 
We are not afraid of change. Our members are proud of public 
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service, and they are willing to fight for the changes that are 
needed to create a government the American people can point to with 
the same sense of pride. 
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Mr. Clinger. Great, Thank you very much, Mr. Red, we appre- 
ciate your participation today. 

Mr. ScailFF. We invited Archbishop Michael Sheehan to testify, 

I understand he is with his boss this week on the east coast. 
[Laughter.] 

But he indicated he was going to try to send a representative, 
and I am not sure if he was able to do that. And I do not see any- 
one identifying themselves that way. 

So let me go on and say we have invited the Sheriff of Bernalillo 
County, Joe Bowdich, to testify. Former retired deputy chief of po- 
lice of the Albuquerque Police Department. 

Sheriff, you are on for 5 minutes. 

STATEMENT OF JOE BOWDICH, SHERIFF, BERNALILLO 
COUNTY, NM 

Mr. Bowdich. I would like to thank you. Congressmen, and 
chairman, for this opportunity to come before you. I think that I 
talk about something that both sides, if you might, or all sides, 
seem to be interested in — law enforcement. So I will talk in that 
vein. 

We all know Mark Furhman. We have heard that name and ev- 
eryone can identify him. And that is how we are being judged now. 
But we do not know a Don Packingham. Don Packingham saved 
three lives the other day, he did it by talking, spending 2 hours in 
a room, and he saved the lives of two infants and a distraught 
young lady. We do not know that. 

What I guess I am asking is to make sure that when you judge 
law enforcement, you do not paint us with the same brush that you 
paint the bad. We are a good group of individuals dedicated to a 
profession. 

What do we need in changing government? We need support, we 
need help. We cannot go out there and do it by ourselves and we 
recognize that. So we are working with citizenry, we are working 
with the citizens. We govern and we are the symool of government. 
We are the ones up front right now, all over. We cannot do it in 
a community of Albuquerque, we cannot do it in Bernalillo County. 
We have to do it in cooperation with everyone. I have noticed in 
the last few months, years, that we do have a lot more support 
from the feds, and we do appreciate that. And that is why we are 
asking that you continue to support Federal law enforcement and 
to support us in law enforcement. 

We need their help. None of us can do it alone. We need the 
input from the citizens, we need the input from the government. 
But we do not need just laws passed, unmandated — ^unfunded man- 
dates. Carefully think out those laws and those rules that we have 
to put up with. 

I was very glad to hear that FSLA is going to be applied to Con- 
gress. I think that is fair, I think that is only fair. That has been 
a difficult pill for law enforcement and government in general to 
accept. And I think you will probably realize why. 

^d funding, funding coming down. Let us not make it so oner- 
ous and difficult. Check, verify that it has been used properly and 
account for that funding, that is our job and we need to do that. 
But let us not make it so difficult and the red tape so bad that 
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agencies are going to start saying no, I will never apply for another 
grant. I did that once. I walked into an office several years ago and 
said that is it, no more. Let us streamline those processes. 

And I do thank you for this opportunity to come before you and 
I would like to assure you completely that law enforcement as a 
rule could be painted with the brush of Don Packingham, who none 
of you know. And thank you for this opportunity. 

[The prepared statement of Mr. Bowdich follows:] 
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U.S. HOUSE OF REPRESENTATIVES COMMITTEE ON GOVERNMENT REFORM 
OVERSIGHT HEARING - "21st CENTURY GOVERNMENT" 

OCTOBER 9, 1995 


TESTIMONY OF: BERNALILLO COUNTY SHERIFF JOE BOWDICH 
"THE FUTURE OF LAW ENFORCEMENT" 

CONGRESSMAN SCHIFF, DISTINGUISHED GUESTS ... 1 AM HONORED TO 
BE HERE TODAY TO SHARE MY THOUGHTS AND SUGGESTIONS TO IMPROVE 
AND UPHOLD A PROFESSION I HAVE BEEN INVOLVED IN MOST OF MY LIFE 
... LAW ENFORCEMENT ... I AM WELL AWARE THAT MANY OF US ARE 
QUESTIONING WHERE WE ARE GOING ... WITH ALL THE PUBLICITY 
SURROUNDING THE OJ. SIMPSON CASE - SPECinCALLY THAT OF MARK 
FURHMAN OF THE L.A.P.D. - NOW IS A MOST APPROPRIATE TIME TO 
ADDRESS SOME OF THE ISSUES THAT NEED TO BE BROUGHT TO THE 
FOREFRONT. 

NO ONE SPEAKS OF PRIDE AND INTEGRITY MORE THAN THE MEN AND 
WOMEI^ WHO ARE DEDICATING THEIR LIVES TO PROTECT AND SERVE ... 
LET ME ASSURE YOU THAT THE MARK FURHMAN’S IN A DEPARTMENT ARE 
FEW AND FAR BETWEEN ... MOST OF THE PEOPLE WHO WEAR A BADGE 
ARE HARD-WORKING, HONEST PEOPLE ... UNFORTUNATELY, WE DON’T 
HEAR ENOUGH ABOUT THOSE WHO DILIGENTLY DO WHAT THEY ARE 
SUPPOSED TO DO ... THE TIMES HAVE DICTATED THAT WE SPEAK UP 
... BY THAT I MEAN THAT WE, IN LAW ENFORCEMENT, MAY NO LONGER 
TOLERATE SOCIAL OR HUMAN INJUSTICE ... WHAT THE FUTURE HOLDS 
FOR US IS THAT WE MUST BE MORE PROFESSIONAL ... EVEN MORE THAN 


-more- 
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WE ARE NOW - ABSOLUTELY ABOVE REPROACH ... AND NOT TOLERATE 
DISHONESTY IN ANY WAY, SHAPE OR FORM ... YES, I REALIZE THAT 
THIS IS AN IDEALISTIC GOAL - AFTER ALL, WE ARE ONLY HUMAN ... 

BUT IT IS IMPERATIVE TO MAINTAIN THE TRUST THAT AMERICAN 
CITIZENS HAVE PLACED IN THE OFFICERS WHO COME TO HELP US L\ 

TIMES OF NEED AND DESPERATION ... WE IN LAW ENFORCEMENT ARE 
THE ONES YOU RELY ON ... WE MUST BE DESERVING OF THAT TRUST. 

THERE ARE MANY REASONS WHY WE MUST HOLD TO THIS IDEALISTIC 
VALUE ... FIRST AND FOREMOST IS THAT TRUST ... THE CITIZENS 
AND COURTS MUST BE ABLE TO TRUST LAW ENFORCEMENT ... THAT GOES 
FOR EVERYONE, REGARDLESS OF SOCIO-ECONOMIC STATUS ... ONE OF 
THE SOLUTIONS IS TO TAKE THE "MUST WIN" APPROACH OUT OF THE 
COURT SYSTEMS ... WE HAVE LOST SIGHT OF WHAT JUSTICE AND TRUTH 
STAND FOR BECAUSE WE HAVE BEEN SIDETRACKED BY EGOS. THE 
JUDICIAL SYSTEM MUST BE REFORMED OR STREAMLINED ... RIGHT NOW 
IT’S NOT PRACTICAL AND JUST PLAIN CUMBERSOME. 

MANY OF THE PROBLEMS THAT LAW ENFORCEMENT FACES TODAY ARE NOT 
CREATED BY LAW ENFORCEMENT, HOWEVER, WE DO ACCEPT THE 
RESPONSIBILITY ... SOCIO-ECONOMIC CONDITIONS ALL TOO OFTEN 
HAVE A PROFOUND EFFECT ON PEOPLE ... WE NEED TO LOOK AT THOSE 
AREAS WHERE WE CAN HELP WITH LAW ENFORCEMENT SOLUTIONS ... WE 
ARE HEADED IN THAT DIRECTION ... THAT’S WHAT COMMUNITY 
POLICING IS ALL ABOUT ... WE IN THE LAW ENFORCEMENT PROFESSION 
HAVE SAID THAT WE CANNOT DO OUR JOBS ALONE ... IT TAKES 
COMMUNITY INVOLVEMENT ... W'E WILL CONTINUE TO FORM COALITIONS 


-more- 
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WITH THE PUBLIC SECTOR TO JOINTLY SOLVE PROBLEMS ... WHAT WE 
NEED FROM THE FEDERAL GOVERNMENT IS BACK-UP ... CERTAINLY WE 
GET SOME OF THAT NOW ... BUT IT MUST BE BACK-UP IN A BROADER 
SENSE ... (EXAMPLE). 

FORTUNATELY WE ARE NOT LOOKING TO GOVERNMENT ALONE TO SOLVE OUR 
PROBLEMS ... IMMENSE STRIDES ARE BEING MADE AT THE NATIONAL 
LABS TO DEVELOP TECHNOLOGY AND WEAPONRY TO ASSIST POLICE - WE 
MUST BE BETTER EQUIPPED THAN THE BAD GUYS. THE FEDERAL 
GOVERNMENT NEEDS TO CONTINUE ITS SUPPORT OF THE NATIONAL LABS 
WHO ARE TURNING TO THE PRIVATE SECTOR TO STAY ALIVE NOW THAT 
DEFENSE BUDGET FUNDING IS DOWN. 

ALLOW ME THE OPPORTUNITY TO TALK ABOUT SOME OF MY CONCERNS ... 

1 BELIEVE THAT VICTIMS ARE NOT GETTING A FAIR SHAKE ... WE 
MUST DO SOMETHING TO INSURE THAT VICTIMS RIGHTS ARE BEING 
UPHELD ... I THINK THAT CONVICTED CRIMINALS HAVE TO PAY SOME 
TYPE OF RESTITUTION ... A LARGE PORTION OF THE MONEY A 
CONVICT MAKES WHILE IN PRISON SHOULD GO TO THE VICTIMS ... 

MONEY IS NOT THE REAL ISSUE HERE SINCE WE’RE NOT TALKING ABOUT 
MULTI-MILLION DOLLAR SETTLEMENTS ... MONEY CANNOT COMPENSATE 
FOR LOSS AND HUMAN SUFFERING ... BUT PERHAPS SOME OF THAT 
MONEY COULD BE USED FOR COUNSELING TO HELP CORRECT SOME OF THE 
INJUSTICE ... AND PERHAPS THE OFFENDER WOULD GET THE MESSAGE. 


IT’S TIME THAT WE START OPERATING PRISONS LIKE PRISONS ... IT 
IS REPREHENSIBLE TO ME THAT OUR PRISONERS ARE GETTING BETTER 


-more- 
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TREATMENT WHILE INCARCERATED THAN MANY OF OUR CITIZENS WHO 
CAN’T GET THREE SQUARES A DAY, A FREE EDUCATION, AND GYM 
WORKOUTS TO STAY PHYSICALLY FIT ... WE NEED TO TAKE A LONG, 

HARD LOOK AT WHAT’S GOING ON HERE. 

ALTHOUGH LAW ENFORCEMENT INHERENTLY DEALS WITH A DARK SIDE OF 
LIFE I HOPE MANY OF YOU NEVER HAVE TO SEE ... THERE IS AN UP 
SIDE ... I ENVISION A FUTURE WHERE POLICE OFFICERS WILL BE 
ABLE TO DO THEIR JOBS BETTER WITH COMPUTERIZATION ... THERE 
WILL BE LESS PAPERWORK AND IT WILL BE MUCH EASIER TO ACCESS 
FINGERPRINTS, PHOTOS AND RECORDS ... THAT WILL ALLOW OFFICERS 
TO SPEND MORE TIME ON THE STREETS ... THAT IN TURN WILL MEAN 
THAT WE WILL BE ABLE TO DEVOTE MORE TIME AND ATTENTION TO OUR 
YOUNG PEOPLE ... I ALSO THINK THAT THERE IS SOME PROGRESS 
BEING MADE IN THE AREA OF SUBSTANCE ABUSE ... PROGRAMS SUCH AS 
D.A.R.E. AND G.R.E.A.T. ARE HAVING A POSITIVE IMPACT ON OUR 
CHILDREN BEFORE THEY REACH THOSE TEENAGED YEARS WHEN IT IS TO 
LATE TO TURN THEM AROUND. 

IN CLOSING LET ME SAY THAT I INTEND TO BE A PART OF THE 
SOLUTION RATHER THAN THE PROBLEM ... IT IS MY INTENT TODAY TO 
BRING ABOUT SOME IDEAS THAT I HOPE WILL SERVE TO PROMOTE 
ACTION. THANK YOU FOR YOUR TIME, 
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Mr. Clinger. Thank you very much, Sheriff. I would hope to give 
you some measure of comfort in that one of the things that I think 
this committee is proudest of having seen enacted into law that 
came out of our committee was the Unfunded Mandates Reform 
Act, which limits the Federal Government’s ability to pass an un- 
funded mandate on to State and local governments without really 
assessing what the cost of that mandate was going to be, and pro- 
viding the resources for that mandate. So we are trying to be re- 
sponsive to the concern you expressed. 

Also, I think you are absolutely right that we are going to find 
out come January 1 iust what we have wrought on all of you when 
it is going to be applied to us. I think we are going to have a rude 
awakening to something we probably should have had a rude 
awakening to much earlier in our careers. 

Any other questions? 

Mr. Horn. Just one question. Sheriff, are you familiar with the 
National Institute of Corrections? 

Mr. Bowdich. Vaguely. I do not have responsibility for a jail, so 
I do not 

Mr. Horn. Oh, OK, because they have been very helpful to sher- 
iffs on jails. So that was what I was curious if you had found them 
helpful. 

Mr. Bowdich. I have not, but in this county, we have a Correc- 
tions Bureau, which is funded jointly with the city and the State 
or the county, but I do think that is really an area we need to look 
at. The Maricopa Countv Sheriff has some solutions that I think 
might work. It is reprehensible that we have people starving to 
death and the poor with us still out there and yet we are paying 
more to take a criminal, get them three squares a day, good lodg- 
ings and free education. We could use that money somev^ere else. 

Mr. Horn. Well, thank you. 

Mr. Clinger. Thank you very much. Sheriff, we appreciate your 
presence. 

Mr. SCHIFF. Mr. Chairman, in another life, I spent more than 20 
years in the New Mexico Air National Guard and know the impor- 
tance of the National Guard to all of our States, and so would like 
to invite General Mel Montano, the Adjutant General of New Mex- 
ico for 5 minutes testimony. 

Mr. Clinger. Welcome, General. 

STATEMENT OF GENERAL MEL MONTANO, NEW MEXICO 
ADJUTANT GENERAL 

General Montano. Good afternoon, chairman, gentlemen. It is a 
privilege to be here. 

A couple of issues I will bring up. First of all, in my business I 
do hear a lot of confessions, so if there are any questions I can an- 
swer on behalf of the Archbishop, I will try to do that. [Laughter.] 

Mr. ScHiFF. If I can interrupt you. General, for almost 15— well, 
no, not that long — ^for about 12 of those 20 years, I was the legal 
officer in our unit and we shared an office with the chaplain be- 
cause we figured someone who needs to see one probably needs to 
see the other, so one-stop shopping. 

General Montano. As you know, being Adjutant General of this 
State is kind of a hybrid position. We perform the function of both 
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State and Federal. I am not going to go into redundant statements 
about the attributes of the National Guard, I am sure you have all 
heard that. We are the best bang for the buck, I believe, and we 
can do it as well, sometimes even better than the active forces. 

I will first tell you a little bit of what I encountered being ap- 
pointed as the Adjutant Greneral of the State of New Mexico. We 
had the things similar to what Secretary Heather Wilson encoun- 
tered. We had a value problem. I sat down with my commanders 
and established the base, foundation as I call it, ethics base. We 
are going to get back to accountability, responsibility and take the 
bulll)y the horns and do things the right way. 

We found out we had a communications problem, which is criti- 
cal, as the Secretary mentioned, it is very, very critical. As a mat- 
ter of fact you will find out that the two things I am going to talk 
about are finances and communication, and 1 think those are the 
things that usually wreck a marriage. It is all basic, it is all natu- 
ral, it is all down to earth, and those are the things that we are 
trying to put together. 

I found out I head a leadership problem, everybody was pawning 
off leadership to the next person, to the next level. Leadership is 
individual and as you all know, leadership is making a happening. 
Anybody can be a leader, it is not rank oriented. Some people mi- 
grate to the lowest person on the totem pole and that is the leader, 
and we are trying to establish that you have got to get in there, 
you have got to lead and again, that goes back to the basic founda- 
tion I am talking about, the basic values of life and the ethics that 
I am talking about. 

Now getting down to what I would really like to discuss with you 
concerning what my concerns are, and it is budget. In a declining 
budget, both State and Federal, and particularly in the hybrid posi- 
tion that I mentioned I am in, my budget is usually established on 
a baseline under the Federal budget. I accept that or I justify any- 
thing above the baseline and then it is up to me to execute and of 
course protect that budget. Much the same with the State budget. 

My problem with the budget is the planning of the budget and 
how it is given to us. I would advocate at the Federal level that 
you all tiy to take a look at multi-year funding instead of singular 
year funding. It is particularly a problem in a year where you go 
into a CRA as we are today. Ii you remember, I think it was either 
last year or the year before we were almost three quarters of the 
year into a continuing resolution authority, we did not have an ap- 
proved budget. 

Let me give you a problem concerning contracts and execution of 
that budget. If you have a CRA that takes us past the middle of 
the year and you try to go out and establish contracts, large con- 
tracts, you have a problem because the contract process is that you 
will establish the contract, you will go out on bids, you have to ad- 
vertise, et cetera, it is a time phasea situation. By the time you get 
to the point of execution, if we do not have a budget and not 
enough time left in the year, we cannot execute those funds and 
we lose it. We cannot plan beyond 1 year and that causes us a 
problem. Now there is nothing foreign for Congress to go out on a 
multi-year budget, you did it for all our contracts and all our sup- 
port in Europe, internationally, so it is not a foreign concept. I 
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would just suggest the way budgets are planned today, the negotia- 
tions that take place between the parties, if you will, and the is- 
sues that come up concerning putting a budget together, that you 
really, really take a real close look at multi-year funding of our 
budget. I think it would help everybody concerned, I think it would 
protect waste because you would not nave people trying to spend 
budgets within 1 year in order to execute them so that their base 
the following year is not affected. And I think you would realize a 
savings as well as better planning and probably better execution of 
our budget. 

The next thing I would like to talk about — and I am running out 
of time — is trust in government, and the one issue I would mention 
there is the veterans’ issue. I understand there are people going 
back and looking on what I call breaking of the contract with the 
veterans and trying to take some of the benefits away because of 
the problems we are having with funding and with tne budget. I 
would just remind you that when we have to protect our freedom — 
and we have to do that every generation — we take our finest, our 
brightest and our best, and sometimes you have to throw them in 
harm’s way, and if you brought them into the service in order to 
perform that function and established a contract on benefits, I 
would suggest to maintain the trust in government and to main- 
tain the contract with the veterans, uphold the contract that was 
made in order for them to protect the freedoms that we hold so 
closely to ourselves. 

It has been a privilege to be before you, I thank you very much 
for the opportunity. 

Mr. Clinger. Thank you. General, very much, appreciate that. 

General Montano. No questions? 

Mr. Clinger. I think you have some very strong advocates in the 
Congfress on that latter point. Duke Cunningham, who is a former 
career top gun has made the case very strongly that to undercut 
the promise would really undercut our ability to defend the coun- 
try. 

Mr. ScHiFF. Even though he is Navy. 

Mr. Clinger. Even though he is Navy, that is right. 

Mr. SCHIFF. 'Thank you. General. 

General Montano. You are welcome. 

Mr. ScHiFF. I have the honor to have a constituent who is — I am 
sorry, were there any questions? I beg your pardon. 

Mr. Shadegg. I really did not have any questions, I simply want- 
ed to state that I spent my 6 years in the Arizona Air National 
Guard and enjoyed it thoroughly. 

General Montano. What unit? 

Mr. Shadegg. 162nd Tactical Fighter Training Group. 

General Montano. Well. 

Mr. Shadegg. I was not in the JAG, I got my law degree after 
that, but I like your idea of one-stop shopping. 

Mr. Clinger. That is a good idea. Thank you. General. 

General Montano. Thank you very much. 

Mr. ScHiFF. I have the honor to have as a constituent, the re- 
cently elected president of the American Bar Association, Roberto 
Cooper Ramo. President Ramo, you are welcome to come up and 
address us for 5 minutes. 
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Mr. Clinger. Congratulations. 

STATEMENT OF ROBERTO COOPER RAMO, PRESmENT, 
AMERICAN BAR ASSOCIATION 

Ms. Ramo. Thank you very much. It is an honor to be here. 

I can only say as a New Mexican that my heart is broken that 
all four of you are meeting in here instead of outside. I hope you 
had a chance to at least see the balloons, the sky is fabulous. 

Mr. Clinger. We did. 

Ms. Ramo. I have often thought as I have been in Washington 
that it would be a wonderful thing if there were more hearings out- 
side in the open air of New Mexico to give all of us some perspec- 
tive about this. 

Mr. Chair and honored Congressmen, first of all, let me tell you 
on behalf of the ABA, that I enormously comment the effort of this 
subcommittee in looking in a serious way at government and flar- 
ing out how we have the most powerful government for the dollars 
to face the 21st century. I think all Americans will be well served 
at a time in which we are not only in a global economy which we 
clearly are, but also beginning a kind of global society that is very 
different because of instantaneous communications and a lot of 
technologic things about which I know you are very well informed. 
It makes a great deal of sense to me that you all in a thoughtful 
way are ex^oring all of those issues and hearing from a lot of 
sides. These are decisions I think that should not be made quickly 
but have to be made and have to be looked at and I am very grate- 
ful at the tone of the questions and the whole way the committee 
is ^ing about this makes a good deal of sense to me. 

The public of course demands that you do this. It is good govern- 
ment and I think it is good national policy for a strong United 
States of America. 

At the ABA, just like you, we are also exploring these very is- 
sues, euid I wanted simply to make you aware of some of the things 
that we are doing that, as they come to fruition, I hope will be of 
help to you. 

First of all, we have a section of urban. State and local govern- 
ment at the American Bar Association, and they have created re- 
cently a task force on Federalization, which is seeking to address 
the issue of State sovereimty and the role of the Federal Govern- 
ment, and we hope that their findings will be very helpful to your 
subcommittee in going forward as they complete tneir very serious 
studies. I must say as a matter of kind of local interest possibly, 
but New Mexico and some of your States, is really a State of small 
businesses, and the tax section of the ABA along with other enti- 
ties in the American Bar Association that deal with pensions have, 
for years, provided a series of suggestions to both the Congress, to 
the Internal Revenue Service and the Department of Treasury to 
try to streamline in many ways since the passage of ERISA in 
1974, the way that the Federal Government deals with the whole 
pension area. There just is not any question in my own experience 
as ^ attorney in New Mexico, where I basically represent small 
business and I tell you this as a personal matter, that what has 
happened is that the enormous increase in the kinds of filings and 
the difficulties of filings in the pension areas had the exact reverse 



696 


eflFect that I think we wanted, that it has discouraged small busi- 
nesses from being actively involved in the pension area. Instead of 
encouraging them to undertake pensions, and at a time when social 
security is under so much enormous concern to all of us, I think 
one of the areas in which I hope you will explore and which I think 
the ABA tax people and the people who really are expert in this 
area would be happy to offer their assistance is in looking at the 
kinds of responsibilities that we put on small businesses in the tax 
area. Not necessarily because they want to pay less taxes even, but 
because of the kind of bureaucratic forms that have to be filed are 
so enormous, and the change, the rate of change in very com- 
plicated statutes, makes an enormous problem. I have often 
thought in my private practice it is sort of like the weather report 
sometimes since 1974, we needed to be able to call the Federal 
Government to get the Tax Code of the day. And in an economic 
system in which one has to plan to be successful, this is the kind 
of problem that I think needs addressing in a serious fashion and 
I hope you look at it. And I want to tell you that the people in the 
ABA who are expert in this area would be happy to be of service 
to you if that would be of help. 

Our association believes that State laws have functioned gen- 
erally well and that it is unnecessary often, and inappropriate, to 
Federalize them. For example. Federalizing State crime only adds 
duplicative layer of authority at the Federal level, often creates po- 
tential conflicts between State and Federal law enforcement au- 
thority and requires greater fiscal resources and grants of author- 
ity to Federal law enmrcement agencies which may not be the most 
appropriate trend now and possibly even in the past. 

On the other hand, in deciding what proCTams should be elimi- 
nated, we have to be very careful that we lo(^ at the role of govern- 
ment, and in particular a Federal Government, in ensuring that 
our whole countrv has an appropriate system of justice. The first 
specific function that is mentioned in the preamble to the Constitu- 
tion is to establish justice as a Federal requirement. And it is very 
important to us as an association, and I think to all Americans, 
that that be the first priority of the Congress and all that we do 
in ihat area. 

The inscription over the U.S. Supreme Court, I know you all 
know, reads “Equal justice under the law." And that is equal jus- 
tice not just in Albuquerque or Sante Fe or New Mexico or Arizona, 
but in every community and every State across the whole United 
States. It is for this reason, among others, that we have as an asso- 
ciation so vigorously supported the Legal Services Corporation of 
America. And I want to express my gratitude to Representative 
Schiff for his leadership and help in this area. It has been a very 
successful program, we think, in exactly the terms that you are 
talking about; that is, as being a rather efficient program and one 
in which I hope there has been the perfect publi^pnvate partner- 
ship; that is, the private part has been for free. Arid I would like 
to encourage you all to look at more programs in fact in which the 
public/private partnership works very much like that has. 

Let me note that concern with crime in recent years has led Con- 
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level. And this is a matter of some concern because of resource allo- 
cation, to people in the American Bar Association. 

There are practical policy reasons, we think, for concern with 
Federalization. The Federal Government clearly has an important 
role to play in providing national leadership on crime and criminal 
policy and criminal justice. But turning the Federal courts into na- 
tional police courts with our Federal judges already so over- 
whelmed by criminal cases that they are virtually imable to try 
vital civil cases, is a very serious mistake, in our view. 

The more than 29,000 State judges are much more able to deal 
with street crime than the less than 900 Federal judges, who 
should focus on complex interstate criminal activity. 

Chief Justice Rehnquist stated in a speech before the American 
Bar Association several years ago that Federalization of State 
crimes, this is quote from him, “threatens to swamp Federal pros- 
ecutors, thus interfering with other Federal criminal prosecutions 
and would ensure that the already overburdened Federal courts 
would not and could not provide a timely forum for civil cases.” Let 
me note as an aside that in our State, as in several of yours be- 
cause we are a border State, our own Federal courts are enor- 
mously overwhelmed with drug cases that makes it very difficult 
for them to do the kind of thoughtful quick job in civil cases that 
I know they would like to do, and so I think there needs to be par- 
ticular understanding of those Federal courts round our country 
that have unusual situations, as many of the border States do. 

I want to tell you that the ABA in 1991, joined the S Judicial 
Conference in opposing legislation along this line that would have 
Federalized virtually all State crimes committed with a gun. Our 
criminal justice section is putting together a task force to study 
this issue and. Representative S^iff, with your permission when 
they finish with their ideas and their thoughts, I would like to for- 
ward it to you for any use that it might be to the Congress in this 
regard. 

Mr. ScHiFF. I must say you have not asked my permission be- 
fore, you just forwarded it. [Laughter.] 

So I look forward to receiving it. 

Ms. Ramo. Well, it will be my pleasure, sir, to honor your request 
in this case. 

Let me just say that I think it is important, in summary really, 
that — I want to say a word about emphasis. I have had a chance 
recently, as I know Congressman Schiff knows, to be in some coun- 
tries recently which are not so supportive of freedom of speech and 
democratic ideals and I have been in another country recently 
which is Great Britain, which really was the founder of a lot of our 
ideas, but we have improved in many ways upon them. And I think 
it is very important that in doing your work, you make sure that 
what you are doing is not a change in basic emphasis. T^e Federal 
Government, in my lifetime and I suspect in the lifetime of many 
of our citizens, has done a lot that is very good and very important. 
And I am often struck more when I am away from the United 
States than when I am here, that we do not take enough time to 
talk about those things that have been great about our country, 
CTeat about our government. It is quite appropriate for the Federal 
Government to act in certain ways in which national policy is enor- 
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mously important, in cases in which there have been past discrimi- 
nation, for example, that needs to be remedied on a national basis; 
in dealing with defense and other things that are simply national 
priorities, and in helping to set those sorts of standards. I was in- 
terested in fact by your comment about a national science position. 

I think basic research is an area in which we have a vital defense 
interest and a vital economic interest and I think we need to be 
thoughtful about not just deciding, as an emotional matter — and I 
know that Confess would not do this — that somehow the Federal 
Government is bad because we have too many instances in our Na- 
tion’s history in which that is not the case. 

Mr. SCHIFF. Ms. Ramo, I hate to interrupt, but I have to ask you 
to— we are reaching or time constraint. 

Ms. Ramo. Let me just say that I am appreciative of the oppor- 
tunity to be here, I think that it is very important as you do your 
deliberations that you remember the pledge of allegiance in which 
we start out by saying “one Nation,” that is what we are and I 
think it has been a good thing for us to do those Federal things 
in which our entire Nation’s interest is at stake. Thank you very 
much. 

Mr. Clinger. Thank you very much. 

Mr. ScHiFF. Let me add that if you have not so and you choose 
to do so, the chairman has allowed the record to stay open until 
Friday, so anything we receive in our office by Friday in writing 
we will submit along with the record. 

Ms. Ramo. I will be delighted to try to do that, I appreciate the 
opportunity. 'Thank you all. 

Mr. SCHIFF. And at this time, Mr. Chairman, we have from the 
Associated General Contractors of America, Mr. Mark Henderson. 
Mr. Henderson. 

STATEMENT OF MARK HENDERSON, PRESIDENT, NEW MEXICO 
BRANCH OF ASSOCIATED GENERAL CONTRACTORS 

Mr. Henderson. Thank you. 

Good afternoon, Mr. Chairman and subcommittee. I want to try 
to briefen up my program a little bit. I think probably I admire 
your project in front of you more than I can say. Running a small 
business is very difficult and trying to downsize one from a large 
organization like the U.S. Government is just mind-b(^gling. 

I would like to offer that the Associated General Contractors is 
very much in support and would like to offer any assistance that 
we can. We feel like we are living in an environment where we are 
literally building America. We are building the roads, we are build- 
ing the infrastructure, we are renovating the buildings and one 
message that comes clear to us on every project that we bid — and 
we are living on margins of 1.5 percent — competition is very, very 
keen. 

The message we hear is faster, better, cheaper. 'That is what we 
have to live by. And I am very proud to say I am part of an indus- 
try that is able to meet that request. We are building the Intels, 
we are building the Texas Instruments, we are building the govern- 
ment facilities, if you will, and all of those areas we feel like we 
are having measures of success. 
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We feel like we could help in whatever way and again, time does 
not allow me to be as specific as I would like to be, but we feel like 
we have got some very viable programs that we could help with. 

Anyway, if there are any questions, I would be glad to answer 
them. 

[The prepared statement of Mr. Henderson follows:] 
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TESTIMONY OF MARK HENDERSON 
PRESIDENT, NEW MEXICO BUILDING BRANCH, AGC 

GOOD )«)RNING MR. CHAIRMAN (AND MEMBERS OF THE SUBCOMMITTEE), 
MY NAME IS MARK HENDERSON AND I AM PRESIDENT OF HENDERSON 
CONSTRUCTION AND THE NEW MEXICO BUILDING BRANCH OF THE ASSOCIATED 
GENERAL CONTRACTORS. I AM VERY PLEASED TO APPEAR BEFORE YOU TODAY 
AND SHARE SOME THOUGHTS ON THE ISSUE OF GOVERNMENT DOWNSIZING 

MR. CHAIRMAN. I AND THE MEMBERS OF OUR ASSOCIATION APPLAUD 
YOU FOR EXAMINING THIS ISSUE AND WE OFFER NOT ONLY OUR ASSISTANCE IN 
PROVIDING YOU WITH IDEAS, BUT ALSO OUR ENCOURAGEMENT WE 
SINCERELY HOPE THAT YOU ARE SUCCESSFUL IN THIS ENDEAVOR. 

AS THE CONGRESS TACKLES THE DDEICULT YET NECESSARY TASK OF 
BALANCING THE FEDERAL BUDGET. IT IS CLEARLY APPROPRIATE THAT YOU 
TAKE A LONG AND MEASURED LOOK AT THE PERSONNEL, EFFICIENCY AND 
PRODUCTIVITY OF GOVERNMENT AGENCIES. IN THE PAST FEW YEARS, PRIVATE 
SECTOR EMPLOYERS HAVE FOUND IT NECESSARY TO EVALUATE THEIR 
MISSION AND OBIECnVES TO DETERMINE WHETHER THEIR CORPORATE 
STRUCTURE PROVIDED GOODS AND SERVICES IN THE MOST EFFECTIVE AND 
COST EFFICIENT MANNER WHILE THESE EFFORTS RESULT IN SHORT-TERM PAIN 
FOR THE EMPLOYEES WHO ARE AFFECTED, IT IS GENERALLY UNDERSTOOD 
THAT THE CONSUMER AND THE INVESTOR BENEFIT FROM MANAGEMENT 
PRACTICES DESIGNED TO ENHANCE COMPETITIVENESS BY ELIMINATING 


WASTE. 



701 


- 2 - 

AT THE SAME TIME, IT IS CLEAR THAT THE PUBLIC IS DEMANDING THIS 
SAME TYPE OPEVALUATION FROM THEIR GOVERNMENT-WHETHER IT IS THE 
FEDERAL GOVERNMENT OR THE LOCAL SCHOOL BOARD. IN A TIME WHEN 
NUMEROUS LEGITIMATE INTERESTS COMPETE FOR A DECREASING AMOUNT OF 
AVAILABLE FUNDS, IT IS INCUMBENT UPON GOVERNMENT TO PROVIDE 
NECESSARY SERVICES IN THE MOST COST EFFECTIVE MEANS AVAILABLE. 

THE EXTREMELY COMPETITIVE NATURE OF THE CONSTRUCTION 
INDUSTRY, WHERE THE LOW BID GENERALLY SEPARATES WINNERS FROM 
LOSERS, DEMONSTRATES JUST HOW CRITICAL EFFICIENCY AND ECONOMY ARE 
TO SURVIVAL. IN AN INDUSTRY WHERE THE AVERAGE PROFIT MARGIN IS 
AROUND 1.5 PERCENT, THERE IS NO ROOM FOR UNNECESSARY OVERHEAD 
CONTRACTORS ARE CONSTANTLY CHALLENGED TO TRIM COSTS, MANAGE TIME 
AND RESOURCES WISELY, AND KEEP AN UNWAVERING EYE ON THE BOTTOM 
LINE IT IS AN UNFORTUNATE BUT HONEST FACT THAT THERE ARE NUMEROUS 
FORMER CONTRACTORS OUT THERE WHOSE COMPETITORS DID A BETTER JOB 
OF PERFORMING THIS BALANCING ACT. 

RAZOR THIN-AND SOMETIMES NONEXISTENT-PROFIT MARGINS REQUIRE 
THAT CONSTRUCTION EMPLOYERS GROW THEIR WORKFORCE SLOWLY AND 
CAREFULLY AS A RESULT, THE UTILIZATION OF TEMPORARY, PART-TIME AND 
SEASONAL EMPLOYEES IS AN INDUSTRY NORM EMPLOYEES IN THE 
CONSTRUCTION INDUSTRY-WHETHER THEY ARE HOURLY CRAFT WORKERS OR 


SALARIED PROJECT SUPERINTENDENTS-GENERALLY RECOGNIZE THAT THEY 
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HAVE JOBS ONLY AS LONG AS THE CONTRACTOR CAN SUCCESSFULLY COMPETE 
FOR WORK OBVIOUSLY, THIS FACT PROVIDES CHALLENGES TO ALL 
CONSTRUCTION EMPLOYERS IN THE RECRUITMENT AND RETENTION OF 
WORKERS IN AN INDUSTRY THAT CANNOT PROMISE JOB SECURITY. MANY 
CONTRACTORS HAVE EXPERIENCED CHAGRIN IN SEEING THEIR BETTER 
EMPLOYEES GO TO WORK FOR COMPETITORS WHEN WORK SLOWS DOWN. 

SUCCESSFUL CONTRACTORS KNOW THAT THEY NEED TO DEMAND MUCH 
FROM ALL OF THEIR WORKERS AND THEIR WORKERS KNOW THAT MUCH IS 
DEMANDED TEAMWORK. INNOVATION, FLEXIBILITY, AND POSITIVE ATTITUDES 
ARE REQUIRED IN THE HOME OFFICE. THE JOBSITE TRAILER, AInTO ON THE 
WORKSITE ITSELF. AGAIN, CONTRACTORS WHO THRIVE IN THIS COMPEHTIVE 
CLIMATE GENERALLY DO MORE WITH LESS. AS A RESULT, DOWNSIZING IN THE 
INDUSTRY IS NOT AS DISRUPTIVE AS IT MAY BE IN OTHER INDUSTRIES BECAUSE 
CONSTRUCTION EMPLOYERS DO NOT GET INTO A POSITION WHERE THEY ARE 
TOLERATING THE LUXURIES OF LAYERED MANAGEMENT OR DEPARTMENTS 
WITH OVERLAPPING FUNCTIONS THE EXACT TIME DEADLINES FOR 
SUBMITTING BIDS AND FOR DELIVERING THE PROJECT WHEN PROMISED 
DEMAND THAT MANAGEMENT DECISIONS MUST BE MADE QUICKLY THUS, A 
CONSTRUCTION COMPANYS ORGANIZATIONAL CHART TYPICALLY IS 
DOMINATED BY A SHORT, STRAIGHT LINE 
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MANY OBSERVERS WOULD ARGUE THAT THE FACT THAT GOVERNMENT 
HAS NO ECONOMIC COMPETITORS HAS REMOVED ANY INCENTIVE TO DELIVER 
ITS PRODUCTS IN A FASHION THAT MIRRORS THE MANNER IN WHICH THE 
PRIVATE SECTOR DELIVERS ITS PRODUCTS HOWEVER, WHILE IT MAY BE 
FASHIONABLE TODAY TO CRITICIZE GOVERNMENT AND BASH BUREAUCRATS, I 
THINK WE ALL CAN AGREE THAT THERE HAVE BEEN WELL-INTENTIONED 
EFFORTS IN THE PAST TO STREAMLINE GOVERNMENT USING THE EXPERIENCES 
OF THE PRIVATE SECTOR AS A MODEL. THOUGHTFUL AND HONEST 
EVALUATIONS THAT IDENTIFY OVERLAP AND UNNECESSARY LEVELS OF STUDY 
THAT PROMOTE DECISION DEFERRING RATHER THAN DECISION MAKING IS A 
CONTINUING PROCESS FOR GOOD COMPANIES SO ALSO SHOULD IT BE A 
CONTINUING PROCESS FOR GOOD GOVERNMENT. CUSTOMERS WHO ARE NOT 
GETTING THEIR MONEY'S WORTH HAVE THE LUXURY OF FENDING ANOTHER 
SUPPLIER OR PROVIDER. TAXPAYERS WHO ARE NOT GETTING THEIR MONEY’S 
WORTH ONLY LOSE CONFIDENCE IN THEIR GOVERNMENT AND ITS OFFICIALS, 

WHILE THE CONSTRUCTION INDUSTRY MAY NOT BE THE PERFECT MODEL 
FOR COMPARISON. WE WOULD OFFER THAT THERE ARE LESSONS IN THE WAY 
WE OPERATE THAT ARE TRANSFERRABLE TO THE PUBLIC SECTOR. 1 WOULD BE 
REMISS IF I DID NOT REMIND THIS COMMITTEE THAT AS YOU CONTINUE TO 
STUDY THIS ISSUE IT WILL BECOME APPARENT THAT GOVERNMENT SHOULD 
NOT COMPETE WITH THE PRIVATE SECTOR WHERE THE PRIVATE SECTOR CAN 
DO THE JOB CHEAPER, BETTER, AND FASTER CONTRACTING OUT TO THE LOW 
BIDDER GUARANTEES THAT THE TAXPAYER GETS THE BEST PRICE. 



MR CHAIRMAN, THE NEW MEXICO BUILDING BRANCH OF AGC APPLAUDS 
YOUR EFFORJB AND WE OFFER ANY ASSISTANCE THAT YOU MAY REQUIRE AS 
YOU CONTINUE TO STUDY THIS ISSUE. THANK YOU FOR INVITING ME TO BE 
PART OF THE PROCESS 1 WOULD BE HAPPY TO ANSWER ANY QUESTIONS THAT 


YOU MIGHT HAVE. 
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Mr. ScHiFF. Mr Henderson, with the chairman’s permission, if I 
could just make the same reminder, that if you wish to submit an 
additional portion of the statement in writing to my office by Fri- 
day, it will be accepted. 

Mr. Henderson. Thank you. 

Mr. Clinger. Thank you very much. 

We are going to conclude this portion. Most of us are going to 
have to go catch an earlier plane. Congressman Schiff is coming 
back to Washington a little later in the afternoon, and so he has 
aCTeed to remain and to conclude the hearing after those of you 
wno have not had an opportunity to express your views would have 
an opportunity to do so, and tney will become, as Congressman 
Schiff has indicated, a part of the record. 

Before I leave, I do want to thank a number of people for their 
contributions in making this a very, very successful, veiy produc- 
tive hearing. Debbie of the Technical Vocational Institute, who 
handled all of the arrangements here to make us feel very much 
at home; Lori Parrott of the Sandia Microelectronics Development 
Lab where we visited yesterday, and had a very interesting tour. 
Mary Martinek of Congressman Schiffs staff, for all the hard work 
that they put in in preparing for this very, very important hearing. 

And with that 

Mr. Schiff. Mr. Chairman, just before you depart, I just again 
want to thank you for the honor you have given us by holding this 
committee meeting here. I want to thank my colleagues from Cali- 
fornia and Arizona for being here. And I have to say my plane is 
not — we all have to be in Washington tomorrow and my plane does 
not follow yours by that much and I do not know that I can get 
to everybody who wants to make a statement, but three people 
have come up to me who I am going to recognize and I will get as 
far as I can. 

But thank you for allowing me to keep the record open so we can 
continue to receive testimony from New Mexicans. 

Mr. CUNGER. So with that, Mr. Vice Chairman, I will turn the 
gavel over to you to conclude the hearing. Thank you very much. 
U^pplause.] 

Mr. Schiff. I would like to recognize for up to 5 minutes, and 
would not mind if it was 3 or 4 if that is possible — first. Represent- 
ative Ted Hobbs, State Representative from Bernalillo County. 

STATEMENT OF TED HOBBS, STATE REPRESENTATIVE, 
BERNALILLO COUNTY 

Mr. Hobbs. Thank you, Mr. Chairman and I guess member of 
the committee. 

Mr. Schiff. And once again, Ted, you know this, but just to 
stress, the record is ongoing, so the record is the same even though 
there is some comings and going here necessary of members. So 
please be assured of that. Please go ahead. 

Mr. Hobbs. Very good. And I appreciate you giving me the time. 
I did not come here with the idea of talking, I came here as a fresh- 
man State legislator wanting to learn now the experts at the Fed- 
eral level handle committee meetings like this. And the thing I 
learned as I watched was that all the testimony you have heard 
and the way the special interests are putting information in front 
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of you, if I could have a copy of that record, I am going to be listen- 
ing to that many times, the same people talk to us with the same 
issues. And that is what I learned about this. 

And the thing that I wanted to get across is, as questions come 
before you all and as I see it as a newcomer to the State legisla- 
ture, what happened last November, what the people and the citi- 
zens are asking you to do, I think they are still asking us to do, 
by far the majority of the people in my district want to see a bal- 
anced budget, want to see reduced expenditures and want to see 
less Federal C^vemment interference and more local control. 

So as you deal with all of the special interest groups, you cannot 
handle all the problems and we have got to more and more say to 
people, almost everything we hear makes sense, it is something we 
would like to do, there is not enough money. And we have got to 
keep emphasizing that. 

So you have got to look for unique ways to solve the problems. 
And I just want to quickly thumbnail sketch an announcement that 
our Governor made about 4 weeks ago, an initiative to address the 
efficiency of Government, improved Government operations and a 
way to try to get a new way to address what many States and the 
Federal Government has done, and that is study this efficiency 
streamlining activity. He announced that we were going to have a 
totally, 100 percent, private sector initiative that would bring in ex- 
ecutives and professionals from around the State, and we have 60 
volunteers who 2 weeks ago spread out among Government depart- 
ments to see whether or not successful business operations and 
business practices might be implemented in our State government 
to see if we can help streamline, look for outmoded programs that 
ought to go away and just basically see whether or not we can, 
from a private sector standpoint, with no turf to protect, make the 
recommendations that would be helpful at the State level. 

It has been very well received by all the cabinet departments we 
are working with. And by the way, I know we had a member of the 
labor group here. I have a private hotline to which people can ad- 
dress any problems and I have had 30 to 40 State employees call 
me and make recommendations as well. I discover in looking at the 
background 

Mr. SCHIFF. I am going to have to ask. Representative, and I 
apologize, if you could begin to wind it up just because of the time 
constraint. I mean no rudeness. 

Mr. Hobbs. In one sentence, the only point I wanted to make, we 
discovered there has been a lot of studies, this is the first 100 per- 
cent private sector study that has been implemented in the State 
of New Mexico, as far as I can see. 

Thank you very much. 

Mr. SCHiFF. Thank you very much for joining us, I appreciate it. 

I would like to welcome now Mr. Jay Sorenson, who is a member 
of many organizations, but who I know as a representative of the 
Sierra Club. 

STATEMENT OF JAY SORENSON, SIERRA CLUB 

Mr. Sorenson. Thank you, sir, and we see it as a privilege to 
be here and wish that the other members of the committee had 
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been present as well, but understand the need to catch a plane. 
And I will try to be brief and sum up my remarks. 

We have a slightly different 

Mr. ScHiFF. Excuse me, I just have to interrupt just again to 
point out that the record is being made available to all Members 
of Confess. Please go ahead. 

Mr. Sorenson. First I guess a word about myself. I am a volun- 
teer, I am the chairman of the Sierra Club’s National Committee 
on Federal Facilities Compliance Task Force. I am a member of the 
Department of Energy’s Environmental Management Advisory 
Board and advise Assistant Secretary Grumbley and Secretary 
O’Leary. I am also a member of the Laboratories Directors Com- 
mittee, that is all the laboratories, on Environmental Safety and 
Health. I am a member of the Western Governors Mixed Waste 
Working Group. I am a member of the Sandia National Laboratory 
Citizen Advisory Board and the credentials go on. 

The Sierra Club believes that effective external regulation for as- 
suring environment safety and health is essential independent of 
the ultimate choice of how regulation and oversight are handled. 
We see a national debate taking place on the question of external 
regulation and welcome it. We recognize many of the criticisms of 
the regulatory process are valid and we have some of our own. 
Lack of compliance and full funding, lack of coherent and consist- 
ent regulation, lack of stability and oalance in addressing hazards, 
lack of public credibility, lack of management accountability, lack 
of simple and effective oversight mechanisms. 

We, however, are also concerned that some of the proposed re- 
forms, while well intended, are misguided. We are concerned about 
efforts to reduce EPA’s enforcement budget by 50 percent and at- 
taching riders to Superfund that will make enforcement actions un- 
likely. 

We believe that many of the proposals on risk analysis and cost/ 
benefit analysis will end up being more costly than the continued 
use of some of the same systems. 

We are worried about the appropriations to reduce regulation 
under the Clean Air Act, the Safe Drinking Water Act and the En- 
dangered Species Act. And we look to James Madison, the fourth 
President of the United States, the architect of the Constitution 
and one of the principal drafters, the Federalist Papers, to empha- 
size the point that we believe is terribly important. Madison basi- 
cally, in the 51st Essay said that the function of Government was 
first to protect the people from one another and then to protect 
them from the Government. He also said, “It is of great importance 
in republic, not only to guard the society against the oppression of 
its rulers, nut to guard one part of society against the injustice of 
the other.” 

And the issue that we would like to underscore is the issue that 
he was concerned about, and that is concentrated power, unequal 
bargaining power and the need really for countervailing power. We 
would like to note that the history of Federal regulation took place 
largely as a reflection of market failures, and it really begjns in 
1877 with the creation of the Interstate Commerce Commission, 
which was the first independent regulatory commission created, 
and set the structure for external regulation. 
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The progressive era saw the creation of the Federal Trade Com- 
mission; in 1913, the Federal Reserve Bank was created; the first 
statute was the Sherman Anti-trust Act which focused on monopoly 
and unfmr constitution. The Food and Drug Act was passed in 
1890 and 1906 respectively. The 1920’s saw much of really 
what 

Mr. SCHIFF. I hate to interrupt, but I have to ask if you can 

Mr. Sorenson. In a second, please. 

So an emphasis on voluntary arrangements, the New Deal ush- 
ered in reforms. The 1960’s, environmental safety and health re- 
forms, all of these to us indicate really that there is a problem of 
market failures and there is a need for environment safety and 
health regulation that is effective. We believe that there are les- 
sons learned and we would like to add the following proposals. 

Th.e new regulatory process should adequately protect the public 
and worker health and safety. Should be stable, predictable and 
reasonably insulated from political change. Should be flexible and 
efficient. Should be accountable to the public. Should take into ac- 
count the entire spectrum of hazards and promote a consistent 
framework for regulation, including enforcement. Should be trans- 
parent and responsive to public and work concern. 

The public and workers should have meaningful input, access to 
information and legal redress. 

We hope these suggestions are helpful. We look forward to work- 
ing with you and again, thank you very much for the opportunity 
to participate in this hearing. 

Thank you. 

Mr. ScHiFF. Thank you, Mr. Sorenson. Mr. Joe Rose of the Con- 
cord Coalition. 

STATEMENT OF JOE ROSE, CONCORD COALITION 

Mr. Rose. Thank you. Congressman. 

We have had this chart up here before you in the room all day. 
That represents a $5 trillion debt, as you are well familiar with. 
And part of the cost of our Government over the last 50 years and 
particularly the last 30 years that has added to that enormous debt 
has been bureaucracy. We have moved from a representative re- 
public form of Government to a represented dependency democracy 
form of Government. It has taken us about 50 years to do it and 
the cost of that is reflected in the money we have had to borrow 
to run the Government and just put it on the tab. 

I know you are going to linger for a photo op with me when we 
are through here. 

Mr. ScHiFF. Well certainly. 

Mr. Rose. I am through now. 

Mr. ScHiFF. We are just about at the time where I have to close 
the record. I just have a few more minutes, let me just see if we 
have any other requests to address the record here. Tony? I would 
be grateful even if I know you, if we know each other, if you would 
be kind enough to state your name and any affiliation you want to 
identify with. 

[The prepared statement of Mr. Rose follows:] 
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October 9, 1995 
Honorable Steve Schiff 

Committee on Government Reform and Oversight 
Albuquerque, N M 

Testimony from Joe Rose, State Director, Concord Coalition 

Gentlemen : 

We in New Mexico commena Representative Steve Schiff and 
this Committee for your vision and courage to seek ways to 
streamline our Federal Government for the 21st century. 

In the course of a half-century, the United States has 
moved from a Representative Republic to a Representative 
Dependency Democracy; highly vunerable to special interests 
impacting their demands upon the taxpayer and the fiscal sound- 
ness of the economy of this Nation to the tune of $5 trillion 
dollars of accumulated debt, and an enormous expensive Federal 
Bureaucracy . 

The Concord Coalition is in support of the Department of 
Commerce Dismantlying Act. Over a period of 5 years the American 
taxpayers will be saved $7,765 billion dollars. 

We can make a down payment on our goal of a balanced budget 
by year 2002. 

Recent Congressional efforts to dismantle the Department of 
Commerce are truly historic, in that no cabinet-level agency has 
ever been eliminated. The Department of Commerce Dismantling 
Act is the first step toward downsizing an overgrown federal 
bureaucracy and reversing a forty year trend toward bigger and 
more expensive government. 
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Page 2 

THE FEDERAL GOVERNMENT IS BROKE 

With chronic budget deficits and trillions of dollars of debt, 
our nation must set priorities in how we allocate our limited 
federal resources. 

We need to eliminate unnecessary programs. 

We need to consolidate duplicative programs. 

We need to streamline beneficial programs. 

We need to privatize those functions better performed 

by the private sector. 

This is exactly what the Department of Commerce Dismantling 
Act does. 

A MANDATE FOR CHANGE 

The November Election provided a mandate for a smaller, more 
efficient, more focused federal government. By talcing a close 
looK at every program of the federal government, including those 
of the Department of Commerce# we can begin downsizing the bloated 
federal bureaucracy. 

We will reverse the big government trend of the last 40 years, 
forcing the government to live within its means and returning 
power to states, communities, and individuals. 

The Department of Commerce Dismantling Act is a detailed, 
thought-out plan that asks three important questions of every 
agency within the Department of Commerce. 

1. Is this a necessary program? Or is it wasteful or 
duplicative? 

If this is a necessary program, is this a task the govern- 
ment should be involved with, or is this a better job for 
the private sector? 


2 . 
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3. If this is a program the government should be involved 

with, are we currently doing the job in the most efficient 
and effective way? 

This next statement is not a Concord Coalition recommenda- 
tion; but rather a local comment. 

The Congress should consider a two-year or alternate year 
budget and appropriation process. I am sure that you have a 
term for this and have discussed this previously. 

Our Federal spending fiscal year ends September 30th. 
Government agencies, and especially defense related installations 
are under pressure to spend the entire appropriation as August 
and September come about - even though priorities have changed 
or plans are not in step with changed missions. Recieving 
agencies and the Congress could better supervise and track our 
tax money expenditures without an annual "spend or lose it" concept 
under near panic condition that produces waste. I have never 
heard of a Federal Agency turning money back. 

Thank you Gentlemen. 

’ 

Joe Rose 
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STATEMENT OP TONY OLMI, PRESmENT, NEW MEXICO 
CHRISTIAN COALITION 

Mr. Olmi. My name is Tony Olmi, I am president of the New 
Mexico Christian Coalition. I have submitted written testimony 
today, but I thou^t that I would share a little anecdote with you 
that I believe is the case in point and perhaps part of the consider- 
ation for this committee. 

Nobody has addressed the postal system today that I know of, 
but I know that I and a couple of others have received some mail 
that was postmarked in Washington, September 29, from GOPAC 
announcing this meeting. I received it Saturd^, the 7th of October, 
and I do not know if it is efficiency or a difference of philosophy 
that perhaps slowed the mail down to us, but nonetheless. I would 
like to suggest that one of the areas you might look at is tne postal 
system. 

Thank you very much. 

[The prepared statement of Mr. Olmi follows;] 
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Jintonio !M. fTony) Olmi, Cf^irman 
9(ew Mexico Christian Coalition 

Octobers, 1995 

Congressman Stave Schiff, Vice-Chairman 
Committee on Government Reform and Oversight 

Re: 21st Century Government Introduction 

Congressman Schiff and Committee Members: 

I wish to thank you on behalf of the New Mexico Christian Coalition for the opportunity to testify 
before your committee in Albuquerque, New Mexico 

We have been asked to address the ‘streamlining of Government to Function Effectively in the 
21sf Century". We must, therefore, make a few presumptions: 

1 ) That government has a legitimate function. 

2) That the function can be measured. 

3) That its function is in need of streamlining. 

4) That there are tools of measurement. 

5) And that the tools may be calibrated based on some absolute point of reference and 
empirical laws. 

As Christians and ‘people of faith," we rely on the inerant Word of God. the Bible, as our 
‘owner’s manual" and ‘standard operating procedure." It is our "absolute" point of reference. We 
acknowledge that there are those who would deny that there are any absolutes, but we cannot 
accept the theory that all is relative and that there are no absolutes. 

We further acknowledge that as imperfect vessels, we wrestle with the "Word of God" much as 
we fumble with the instructions of our VCR manuals. This also applies to our Constitution. 
However, in each case we must rely on, and return to, the book of bksic instruction for successful 
operation (living). To do othenwise Is foolishness. 

It is on the presumption of the absolute authority of the "Word of God" that enables us to 
measure all things, past, present, and future. His Word tells us that God is the same yesterday, 
today , and forever. 
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We know that there will also be an abundance of testimony given by others as to specific ideas 
for particular situations. It is our intent to provide principles by which to measure such ideas 

1) Statement of Philosophy of Government 

Isa 33 22 

22 For the LORD is our judge, the LORD is our lawgiver, the LORD is our king; he will save us. 

In order to consider how our government may be streamlined, we must first look to its genesis 
and its present form to compare its current status to its original intended function. For the 
purpose of these hearings, we will presume that the function of government has burgeoned 
beyond its originally intended authority and scope Thus, the role of the Committee on 
Government Reform and Oversight and these series of hearings have been rendered 
symptomatically valid. 

In contemplating any form of government, it is essential to first consider the source of authority of 
any ruling body. The recognition and acceptance of that authority derives from the cultural and 
religious belief system of the governed. Whether a benign or malevolent dictatorship or a 
republican / democratic (free) form of mle, order must prevail Social and personal discipline will 
either be exacted by the ruler or by the ruled. The Christian perspective of a free society is 
based on the laws of God and personal discipline - therefore, requiring nominal governmental 
intervention in the lives of the individual and social interaction. On the contrary, a non-free or 
dictatorial form of government takes on the mantle of authority for personal and social disciplines. 
The latter inevitably creates an environment of hostility between the governed and the governing 
In a society where government is servant (of, by, and for the people), the authority rests with the 
people who in turn submit to the authority of God. The mood of this nation seems to be that the 
servant now seeks to be master as is evidenced by the cost, the size, and the magnitude of our 
current government which has resulted from the usurpation of the power and responsibility of the 
people. 

Matt 10:24 

24 "A student is not above his teacher, nor a servant above his master . " 
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In the struggle for power between the ruler and the njled, the ruling forces invariably are 
perceived as evil and despotic. 

Pmv 29:2 

2 When the righteous mcrease, the pecpie rejoice, but when a wicked man mles, people groan. 

There is a growing perception, arvf probably reality, that government has been allowed to usurp 
the authority of God and the authority of the people granted by Him. During this struggle and 
shift of power, this nation seems to have lost its vision and direction 
Pmv29:1B 

18 Where there is no vision, the people perish (are unrestrairted): but he that keepedi ffie law, happy is he. 

We seemed to have arrived at a time when this nation is also losing its position of leadership and 
respect globally and Is deteriorating from within. 

Therefore, we must reconsider the legitimate role of government and the responsibility of the 
individual. Kart Marx called religion the 'Opiate* of the People. We have seen the fruits of 
Maxism and must not allow government to become the ‘Opiate’ of the People. 

2) Historical PersoectivB 

a. Religious influences in the foundation of our form of government 

'The moral principles and precepts contained in the Scriptures ought to form the basis of ali our 
civii constitutions and laws. Ail the miseries and evils which men suffer from vice, crime, 
ambitions, injustice, oppression, slavery, and war proceed from their despising or neglecting the 
precepts contained in the Bitie.' (Noah Webster) 

b. Constitutional authority derived from religious thought and political necessity 

HCe the People of the UnKed States, in orxier to form a more perfect union, establish justice, 
insure domestic tranquillity, provide for the common defense, promote the general welfare, and 
secure the blessings of liberty to ourselves and our posterity, do ordain and establish this 
Constitution for the United States of America. (Preamble to the United States Constitution) 
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3> 200 Years of Experiment 

a. Successes 

This nation to date has protected the freedom of the individual through a free form of government 
longer than any other nation in history. However, many of the individual freedoms taken for 
granted in the past are now in pehl. 

b. Failures 

The implementation of “The Great Society" has served to de-motivate many people and 
encourage their dependency on big government'. Many individuals in our society are 
encouraged by government policies and programs to seek short term security and comfort at the 
expense of permanent freedom 

4} Back to Basics 

We must caution that mere transference of “power" to states by block grants does not guarantee 
nor promote the sovereignty of the states or of the individual. So long as the power to tax and 
the dispensing of the money remains predominantly with the Federal Government, the "Golden 
Rule" will be invoked; “THEY THAT HAVE THE GOLD - RULE!" Block grants to the states may 
be nothing more than “smoke and min'ors". 

a. The Contract with America 

Although the Contract with America does much to diminish the role of the Federal Government 
and bespeaks of individual responsibilities, it does not. in its original efforts, go far enough. The 
winds of political realities will be enough to bend the stick but not to break it. 

b. The Contract with the American Family 

The Contract with the American Family exposes blatant misuse of public trust by the Legal 
Services Corporation, the National Education Association (NEA), the National Endowment for the 
Arts (NEA, NEH, CPB), and finally the taking of innocent human life (abortion) with taxpayer 
dollars. 
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Positive ideas of returning education control to the local level, promoting school choice, 
protecting parental rights, and providing for family-friendly tax relief are consistent with Biblical 
and Constitutional principles. 

c. The Project for American Renewal 

The Project for American Renewal offered by Senator Dan Coats also does much for creating a 
pro-active environment for the renewal and restoration of an ailing society. This committee may 
do well to consider that we need to 'offer a vision of healing for broken communities - not 
through government, but through those private institutions and moral ideals that defeat despair 
and nurture lives.’ 

d. Rhetoric 

As we can judge individuals by what proceeds from their mouths, much can also be discerned 
from the rhetoric of a nation. Some politicians arxf Hollywcxxl personalities are now in ‘the act’ of 
attempting to modify rhetoric and behavior. ’Character Counts’ has a certain appealirtg ring, but 
falls short by excluding such terms as morality, virtvb. integrity, courage, family, etc. If such 
absolute principles as ’Thou Shalt not kill. Thou shaK not steal, and Honor thy father and thy 
mother' had not been removed from the halls and walls of our sr^ools, we would not be 
attempting to grapple with our moral dilemma by use of the hooks of ’situational ethics’. 

In the context of ‘Protector,’ 21st Century Government can be streamlined by its dedication to 
the simple role of fostering an environment for personal and religious freedom and responsibility. 
In conclusion, we offer what we believe to be the ultimate considerations for good governing and 
for legislating good public policy; 

1) What does God's Word say? 

2) What does the Corrstitution say? 

3) Do we need it? 

4) Can we afford it? 

Let us look to a time when we may proclaim, “VINI, VIDI, VICI" 
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Mr. ScHiFF. Thank you for being here. We have time for about 
one more. Sir, you are most welcome. I would be grateful if you 
would be kind enough to state your name for the record and if you 
have any affiliation you want to identify with, if you would do that 
too. 

STATEMENT OF FRANK CLINARD, LIBERTARIAN PARTY OF 

NEW MEXICO 

Mr. Clenard. Yes, I do. My name is Frank Clinard, I am with 
the Libertarian Party of New Mexico. 

We have a brief statement, I will give you copies of this, that we 
would like to present to the committee, and our topic is on reduc- 
ing — 

Mr. ScHiFF. And without objection, your statement will be made 
part of the record. 

Mr. Clinard. Very good, thank you. 

We are suggesting two ways to reduce prison costs. One, estab- 
lish a policy of victim restitution and the second, stop jailing people 
for victimless crimes. 

So I will leave the document to speak for itself at that point. 
Thank you. 

[The prepared statement of Mr. Clinard follows:] 
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A presentacior. at the hearing of the 
House Conualttee on Government Reform and Oversight 
on 

"DOWNSIZING OF GOVERNMENT” 

by Frank Clinard 
Libertarian Party of Mew Mexico 

Albuquerque, MM 
October 9, 1995 


Ladies and Gentlemen: 

I am pleased to be able to speak to you today on this important 
matter. As you probably know, the Libertarian Party stands solidly 
behind all efforts to downsize government, both to save taxpayers' 
money and to preserve and expand our personal freedoms. In fact, we 
could talk for hours on this subject! However, today I will focus 
on just one topic: 


REDUCING PRISON COSTS 

Today our country leads the world in percentage of its population that 
is in prison at any one time. Because of this large prison population 
and the constitutional requirement that prisoners be housed under 
humane conditions, costs are very high and climbing. We urge that the 
following two changes be adopted to greatly reduce these expenses: 

( 1 ) Establish a Policy of Victim Restitution 

Prisoners should be required to work at steady jobs while in prison, 
to repay the victims of their crimes and reduce the cost of their 
incarceration. Prisoners could retain a small "salary" for their 
personal use, but most of the money earned should go to those they 
have harmed. Work activities can include making products for sale 
within or outside the prison, raising food for the prison population, 
and building new facilities as needed. Such a policy will not only 
save money, but will instill good work habits that will be of great 
help once a prisoner is released. 

( 2 ) Stop Jailing People for Victimless Crimes 

Today half of all prisoners in the United States are in jail for 
committing victimless crimes, mostly related to drugs. And yet drug 
trafficking and its associated violence continue to worsen. In order 
to turn this around, we must legalize and regulate what are presently 
Illegal drugs. The consequences will on balance be beneficial, for 
the following reasons: 

Crime associated with the drug trade will be virtually eliminated, 
as was the case with alcohol when we repealed Prohibition; 
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Drug-related illnesses and deaths will be reduced, as contaminated 
drugs and needles disappear; 

The number of addicts will decrease as, for the first time, victims 
can openly seek help: 

The street trade and its associated violence will die out as 
legitimate stores drive the pushers out of business; 

Children will be protected by laws banning under-age sales, as is 
the case today with alcohol; 

The alarming trend to stronger drugs will be reversed, as has 
happened with legal products such as beer, wine, and liquor (lower 
alcohol content) and cigarettes (reduced nicotine and tar). 


If these policies are adopted, major downsizing of government will 
result: costs of building, maintaining, and staffing new prisons will 
plunge; the ever-increasing demand for more police, coast guard, and 
other paramilitary forces to fight the drug trade will be reversed; 
and obtrusive agencies such as the 0EA and BATF can be scaled back or 
eliminated. And just as important, we will have brought about a 
more humane and crime-free nation. 


Prank Clinard is a former Chair of the 
Libertarian Party of New Mexico, and is 
currently Public Relations Director for 
the State Party. He can be reached at; 

2940 Arizona Ave, 

Los Alamos, NM 87544 
(505) 662-4951 
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Mr. ScHiFF. I just want to say that we had impressive testimony 
from beginning to end, all the way through, I am very pleased witn 
it. 

Ladies and gentlemen, once again, any hurrying up of any wit- 
ness I want to state was not intended as any discourtesy, but I 
have to catch a plane to Washington right behind my colleagues be- 
cause we have votes tomorrow on the House floor, and that is the 
reason. I hope you understand that. 

Again a reminder that for anyone who spoke to us or for any of 
the 28 organizations, including the Sierra Club, which accidentally 
was left off the list that we distributed, that wishes to submit writ- 
ten testimony, it can be submitted to my office, with the chairman’s 
permission, through this coming Friday. We will send it on for the 
record. So if you spoke to us or if you were invited to give written 
testimony on behalf of your groups and did not get a chance to get 
the written testimony complete, you do have several more days. 

With that, I want to join the chairman in thanking the staff who 
helped put this hearing together, both the committee staff and staff 
of mv office. I want to thank once again TVI President Sanchez and 
the board, for allowing us to use this facility. I want to thank all 
of you — many of you were here from beginning to end — ^for being 
here, being part of the audience and for contributing. 

And with that, the hearing is adjourned. 

[Whereupon, at 2:15 p.m., the committee was acyoumed.] 

[Additional information submitted for the hearing record follows:] 
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NEW MEXICO FeOERATlON OF CHAPTERS 

RuiMR Boer (SOS) 383-7478 
S94a Agcir* Um Lm CruoM. NM 88012 

October 20, 1995 

Chairman Clinger, New Mexico Congressman Steven Schiff and other members of 
the House Government Reform and Oversight Committee, I want to thank you for this 
opportunity to share my views on the Federal government of the 21 st century. 

My name is Russell Boor. 1 am President of the New Mexico Federation of Chapters 
of the National Association of Retired Federal Employees (NARFE). As many of you 
know, NARFE is the only organization dedicated solely to protecting the earned 
retirement benefits of federal workers, retirees and their survivors. Moreover. NARFE 
members number some 5CX5,000, with more than 1 ,740 local chapters and 53 federations, 
across the nation and overseas. At the invitation of Congressman Schiff, 1 have been 
asked to share my views and thoughts on how government should be streamlined to 
function as we enter the 21st century. While I am no expert on the issues of the 
organization and structure of government programs and functions, I do know that no 
matter the shape or size of the Federal government, come the year 2000 and beyond, 
there will still be a need for qualified professional and skilled workers to provide public 
sen/ices and operate essential government functions. Therefore, it is imperative that this 
committee include the important issue of recruiting and retaining federal workers as part 
of the larger debate over the size, shape and function of the Federal government in the 
21st century. Without career employees, the Federal government will have little hope of 
becoming and remain streamlined. 

When I worked for the Federal government, public service was a good thing. It was 
a career. It was honest work. And upon my retirement in 1990 as a Division Chief with 
the Department of Army's weapons system testing operation at White Sands Missile 
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Range, I now look back on a career that was rewarding and challenging, and provided 
me an opportunity to serve the nation and the American people. 1 am thankful for the 
opportunities provided me, but i am concerned that my generation may be the last to 
view government service as a good thing, as a career, as an opportunity to serve the 
nation and the American people. 

All of us know that Federal government service has seen better days. The 1 994 
General Accounting Office (GAO) report “How Government Jobs Are Viewed On Some 
College Campuses" revealed that graduates had little interest in working for the federal 
government. The reasons given for not considering federal service included low 
non-competitive starting salaries and the poor image of government work and 
employees. 

In 1990, the General Accounting Office (GAO) warned that "recruitment and retention 
problems pose a major risk of reducing the quality of government services and 
programs." In its report to Congress, GAO noted that "limitations on federal pay 
adjustments since the late 1970s have aeated a federal/private pay gap where average 
private sector salaries exceed average federal salaries by about 25 percent." Last year, 
the U.S. Department of Labor reported an average pay gap of 28 percent, despite the 
Federal Employees Pay Comparability Act of 1990, which outlined a mix of local and 
national raises to bring federal pay Into line with the private sector early in the 21st 
century. However, proposed raises well below the targets established by Congress and 
the Bush Administration in the 1990 law wll not close the gap, and, in fact, Maryland 
Senator Paul Sarbanes estimates that the "diluted raises" will cost federal workers $85 
billion in lost wages. This loss will also be reflected in retirement income, since the 
amount of an employee's earned annuity is based on earnings. 
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As a retired federal worker and past recruiter of scientific and engineering personnel 
for the Department of the Army, I can tell you that retirement benefits are an essential 
part of the overall compensation package for recruiting and retaining both professional 
and skilled workers. As the U.S. Supreme Court noted in Davis v. Michigan, "Since the 
amount of civil service retirement benefits is based and computed upon an individual's 
salary and years of service, it represents deferred compensation for service to the 
Government." NARFE is concerned that there are those who want to redefine the earned 
retirement benefits of federal workers, to change the compensation package not only for 
current and future federal workers, but for those who have already given the better part 
of their lives in public service with the expectation that work-related promises would be 
kept. 

Clearly, the compensation package - wages and benefits - Is important if the 
government, as an employer, wants to recruit and retain skilled and professional workers 
in the coming century. The findings of studies on this issue highlight the obstacles to 
attracting necessary workers. Moreover, there is a genuine concern that the breaking 
of promises made to former federal workers - federal retirees - will only senre to make 
recruitment and retention even more difficult in the years to come. 

As President of the New Mexico Federation of Chapters I travel throughout the state, 
visiting NARFE’s 24 chapters. During those visits I had the opportunity to ask many 
Federal retirees if they would recommend the Federal government as a career. I was 
astonished at their answers. Almost to the person, the response was "If they need a job, 

I would recommend the Federal government, but if they are interested in a career, look 
elsewhere since the Federal government cannot be tnjsted to keep their word concerning 
retirement pay and benefits." 
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So, therefore, as Congress debates the size, shape and function of the Federal 
government for the 21 st century, there are two fundamental questions that should not be 
overlooked. First, what compensation package, including retirement benefits, will the 
Federal government provide to recruit and retain the skilled workers needed to operate 
government programs and functions in the 21st century? And, will the Federal 
government, as an employer, keep the promises made to former, cunent and future 
employees? I am hopeful that members of this committee will address these questions. 

I am hopeful that you will provide for a compensation package that promotes recruitment 
and retention of qualified and skilled workers. And, I am hopelul that you will keep the 
promises made my generation of federal workers, so that future generations will know 
that promises made them will be kept. 

I thank the members of the committee for this opportunity to speak on behalf of 
members of the National Association of Retired Federal Employees (NARFE). 





President, New Mexico Federation of Chapters 
5643 Agave Lane 
Las Cruces, NM 86012 
(505) 382-7478 
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STATE OF NEW MEXICO 

Office of Cultural Affairs 

Gary E. Johnson Gary Morton 

Governor Cultural Affairs Officer 


October 8, 1995 


Congressman Steven Schiff 
625 Silver Ave., SW 
Suite 140 

Albuquerque, NM 87102 
Dear Congressman Schiff; 

As per your request. The Office of Cultural Affairs submits the following written testimony 
on Government Reform and Oversight. 

I would like to begin my testimony with some personal background that I believe will be 
helpful in understanding my point of view. For the past eighteen years, I have been a self- 
employed artist. I am primarily a painter depicting the contemporary cowboy in a realistic 
matiner. In 1987, Governor Garrey Carruthers appointed me to the New Mexico Arts 
Commission and in 1988 he appointed me Chairman of the Commission. I served as 
Chairman through March, 1995 at which lime 1 was appointed by Governor Gary Johnson 
as Director for the Office of Cultural Affairs. 1 consider myself a conservative with a 
common sense approach to the realities facing government. Additionally, I have never 
applied or received any funding from the National Endowment for the Arts. 
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The future of cultural funding can not be addressed until some fundamental questions are 
answered. Please allow me to pose the questions which I feel should be considered in depth 
before decisions are made. 

First of all, should art and culture be supported by taxpayer dollars and if so to what extent? 
If it is not supported, will the private sector fill the void that will be created? Will our 
cultural assets be sold to the highest bidder? Will future generations forgive us for 
abandoning their heritage? Is the preservation of our art and culture as important as 
protecting our environment or landscape? How many jobs are created by our cultural 
resources? What value is culnire to the economy, especially in rural areas? How many lives 
are positively affected by an experienoe with art and culture? Finally, culture and life are 
inseparable, can we ignore our history, heritage, or the need for beauty, even in the simplest 
existence? These difficult questions and others should be addressed before the fubire of 
government’s participation is determined. 

I can only answer a few of these concerns with the information that currently exists 
about New Mexico. A recent study of art and cultural related activities found that the 
economic benefits to New Mexico are significant For example, approximately 56,000 jobs 
are created-directly and indirectly-by art and culture. This compares to state government 
which employs 24,073 and University of New Mexico which employees 15,090. Also, the 
industry generates 1.6 billion dollars for the slate’s econon^ including 109 million dollars 
in local, state, and federal taxes. Some of this activity is generated by tourism. Of nine 
reasons why tourists come to the state, five of those are an and culniral experiences. New 
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Mexicans visit cultural activities and institutions at a much higher rate (70%) than the 
national average (41%). Approximately 19 million individual visits are recorded annually 
by the art and culture industry. 

This study is conservative owing to the fact that it does not include individual artist’s 
income. The business of art and culture has an undeniable impact in New Mexico. 
Certainly many segments of the cultural economy are commercially supported; however, 
other aspects, don’t and never will make business sense. Museums are very costly to operate 
and can not pass those costs on to visitors. Also, many museums already receive private 
donations through non-profit foundations. Therefore, favorable tax laws are essential for 
the continuation of this private participation. Should these institutions disappear because 
they can’t be self-supporting or profitable? These institutions should exist and for good 
reasons. A museum’s primary mission is to preserve and protect our cultural inheritance, 
other responsibilities include exhibition and education. I also believe museums lend 
credibility to the private sector engaged in the sale of arts, crafts, historic objects, and 
cultural tourism. 

Federal funding for the arts serves as seed money for thousands of events presented 
by non-profit groups annually. The federal money creates matching money from the state, 
local, and private sector. These events benefit individual artists, performers, the local 
economy, and quality of life for residents. The effects of this "seed" money is felt in the 
most remote regions of this country. Indian artisans, Hispanic woodcarvers, weavers, 
saddlemakers, basket makers, painters, dancers, potters, musicians, and countless others all 
benefit directly by this investment. In fact, economic development for rural New Mexico 
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may hinge on arts and culture. 

Other services such as libraries and historic preservation are important to the cultural 
well being of our state. Both functions receive federal funding that would not be replaced 
by the private sector. The preservation of historic buildings can be an economic benefit to 
a community. Historic and archeological sites would be destroyed without public protection. 
Library services include books on tape for the visually handicapped, bookmobiles which 
serve rural areas, and electronic information exchange systerrts. Once again, if the state does 
not pick up these costs, it would be very costly to the public. 

If we can attribute the negative behavior of our society with the effects of moral 
decay and violence in the commercial environment, we must also consider the positive 
results of good experiences with art and culture. In New Mexico the cultural institutions 
educate thousands of children through visits and outreach programs. Preserving and 
presenting this country’s cultural traditions and artistic wealth is a responsibility that should 
be considered essential. 

We are all aware that cultural funding is a small percentage of the budget. This is 
evident when compared to the funding used to support a military band, the cost of a high- 
tech bomber, or more recently, the bidden billion dollars or the seven billion dollars given 
to the military, which it didn’t want The fundamental question is one of priority and where 
does cultural funding Et in the overall budget 

In conclusion, if the country agrees that culture is important and should receive 
funding, then some restructuring is appropriate. My primary concern is that this process 
include representation from cultural presenters from throughout the countiy. Development 
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from within the industry will be essential to the efficiency and effectiveness of restructuring 
that occurs. I ask the committee to consider the long reaching impact of art and culture in 
our society and thank you for this opportunity to express my thoughts. 


Respectfully, 


(ary M^on, 




Office of Cultural Affairs 
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Patricia Johnson 

New Mexico AARP State Director 

AARP is a nonprofit membership organization that seeks through advocacy, education, 
and service to enhance the quality of life for all by promoting independence, dignity and 
purpose. The volunteers bring their lifetimes of experience and leadership to serve all 
generations. 

Developing legislative recommendations to serve the interests of a group as diverse as 
older Americans thus constitutes a formidable task. Similarly, AARP joins all concerned 
Americans in seeking optimal efficiency of the process. And has numerous suggestions on how 
both the governmental structure and the service delivery system can be streamlined for an 
improved "product" at a lower cost to all consumers-we taxpayers. 

The scope of the recommendations summarized below extends well beyond the 
"traditional" legislative issues of Social Security and Medicare that reach almost all Americans 
aged 65 and over; increasingly, we recognize that banking, insurance, work place, 
transportation, consumer protection, and personal rights issues often post concerns that are of 
particular interest to older Americans: 

Health Care 

AARP recognizes the significant advances states can and have made to date toward important 
health care reforms. Therefore, the Association believes that waivers from certain aspects of 
these statutes are appropriate and even desirable under specific circumstances. However, so as 
not to undermine current coverage or protections, certain criteria should be observed. 
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Low-Income Assistance Programs 

The Social Security Admir.istration, the U.S. Depanmem of Agriculture, the Li.S. Departi ,. 
of Veterans Affairs, and the Health Care Financing Administration should e.stabli.sh and main;a:n 
effective programs of outreach, including public-private partnerships, to improve participation 
in low-income assistance programs. All agencies that administer public benefit programs should 
train their staff to be courteous to clients and provide prompt help with problems. Prompt, 
complete enforcement and implementation of federal laws are also necessary. 

Application forms and program notices should be simplified to make them non-threatening and 
easier to understand. Federal agencies should provide guidance to states in making their forms 
easier to use. Materials should be available in large type, in both English and appropriate 
foreign languages 

Fond Stamps 

Congress should increase basic food stamp benefit levels and provide full funding for outreach 
provisions of the Food Stamp Act. 

The USDA must monitor and enforce provisions of the Food Stamp Act that require streamlined 
food stamp application through Social Security Administration offices. 

The USDA must issue regulations to implement Food Stamp Act amendments that require states 
to provide a method of elderly and disabled applicants to estimate their monthly medical expense 
deduction for calculating food stamp benefits. 


Public Benefits 

The Association supports legislation and regulatory action to streamline and coordinate 
application procedures among different assistance programs and to inform potential beneficiaries 
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of the range of benefits for which they may be eligible. Where such coordination reduces 
administrative costs such savings should be used to provide benefits to those not eligible but 
unserved. 

Congress should make eligibility criteria for public benefit programs more uniform. 
Regulations regarding definitions of economic units, boarders, and cost-sharing under 
Supplemental Security Income (SSI) and the Food Stamp Program should be changed so as not 
to discriminate against those participating in home-sharing arrangements. 

A training program should be developed and implemented to give all government employees who 
work on low-income assistance programs basic knowledge about the availability of other 
programs and resources for low-income persons. A coordinated effort among agencies to 
develop a single application form and access point for applicants should be a high priority. 
Clear and concise public information materials should be developed to describe all federal 
programs for which low-income applicants may be eligible. These materials, which should be 
printed in English and appropriate foreign languages and in large print, could be incorporated 
into expanded outreach programs, and should be routinely given to individuals applying for any 
type of federal low-income assistance. Forms should be designed so that they are understandable 
to persons with low literacy skills. All languages should be written so that persons with only 
a fourth-grade literacy level can understand them. Legal language, such as the Privacy Act 
requirements or definitions of fraud, should be written in plain English style. 

Funding for the Social Services Block Grant (SSBG) should be increased. Administrative 
linkages between SSBG state plans and state plans under the Older Americans Act should be 
strengthened through interagency agreements. 

The federal government should require stale SSBG officials to provide a yearly report to the 
Department of Health and Human Services and to consult with slate units on aging, area 
agencies on aging, and older persons to assure the commitment of block grant funds to 
implement the goals of state and area agency plans. 



734 


Congress should require slates to prepare yearly expenditure reports providing age-specific and 
uniform data on program activities related to assessed social service needs of the population. 

Transportation 

The Federal Transit Administration (FTA) and Administration on Aging (AoA) should improve 
the planning and coordination of federal transportation services as provided under the 1991 
Intermodal Surface Transportation Efficiency Act (ISTEA) and 1992 Older Americans Act. 
Enforce federal regulations that call for coordination between federally supported programs such 
as the slate Department of Transportation (DOT), state unit on aging, and area agencies on aging 
in planning transportation services. As part of this effort, these programs should develop a 
system to collect uniform data on transportation services for older persons. 

Housing 

In a recent congressionally mandated study, the National Academy of Public Administration 
(NAPA) recommends that the number of programs administered by the Department be reduced 
from 200 to no more than 10 and that the Federal Housing Administration (FHA) be 
reestablished as a separate corporation under the Secretary's policy direction. 

Congress should work closely with the Secretary of Housing and Urban Development (HUD), 
and all affected parties, to develop a long-term agenda to make HUD more efficient and 
effective. This agenda should include a rationalization of HUD programs; management reforms 
to enable the Department to improve service delivery, safeguard assets, and control program 
costs; and the development of policies, procedures, and staff resources that will enable HUD to 
become a full partner with the nation’s communities in fostering innovative solutions to housing 
and community development problems. Any reorganization of HUD and its programs must 
include an adequate transition period and sufficient funding and staff resources. 
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Existing programs with a proven track record of good performance, such as Section 202 
supportive Housing for the Elderly, should not be folded into a formula-driven block grant. 
Rather, HUD should work with states and localities to develop greater capacity to serve frail 
older persons and persons with disabilities using FHA credit enhancement, existing block grants, 
and enhanced consolidated planning requirements. 

in summary, AARP is anxious to work with all concerned parties for effective reforms to the 
system; specific recommendations listed above are a selected few items gleaned from our Public 
Policy Agenda, and on behalf of the 175,000 New Mexico AARP members, I extend our 
willingness to assist on achieving these aims. 
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NMPIRG 


Fund 


New Mexico Public Inieresi Research Group 


State Office; 

1 1 5-D Harvard Drive SE 
Albuquerque, NM 87106 
505/254-1244 


Mailing Address: 

Post Office Box 40173 
Albuquerque, NM 87196 


I am Jeanne Bassett the Executive Director for the New Mexico Public Interest Research 
Group (NMPIRG). Thank you for the opportunity to submit testimony today for the hearing on 
October 9, 1995, by the U.S. House of Representatives Committee on Government Reform and 
Oversight on “21st Century Government” . 

NMPIRG is a non-profit, non-partisan organization which works on environmental, 
consumer and good government issues. We have nearly 5,0(X) members in the state. 

As an environmental and consumer protection group we have been working for a more 
streamlined efficient government which will protect consumers and the 
environment In order to accomplish this goal we must: implement comprehensive campaign 
finance reform to get special interest money out of politics; cut polluter pork programs — federal 
spending or subsidies which destroy the enviromnent at the taxpayer expense; and to improve 
environmental and consumer protections through strengthening our existing laws with innovative 
policies such as toxics use reduction which prevents pollution from occurring in the first place. 

A; Campaign Finance Reform : The cost of running for public office has soared to a point where 
ordinary people can barely dream of holding congressional office. In 1992, the average seat in the 
House of Representatives cost about $543,000 to win. The average seat in the United States 
Senate cost $3.9 million to win. Real or perceived the influence of money in politics is broadly 
recognized by the general public. Comprehensive campaign finance reform would include limits 
on PACs, individual contribution limits, overall spending limits, closing the soft money loophole, 
public financing and lobby refcnm. 

B. Cut Polluter Pork Programs - Save Tax Dollars and the Environment : Earlier this year, PlRGs 
around the country joined taxpayer, free-market and other environmental groups in releasing the 
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Green Scissors Report which recommends cutting 34 wasteful, environmentally-damaging 
programs to save taxpayers $33 billion. Many more billions could be saved by eliminating tax 
loopholes which erKxrurage polluting activities. A few of these programs are outlined below. 

Plundering our Public Lands: 

The mining, ranching and timber industries have been reaping free or below-cost handouts 
from American taxpayers for trx> long. The mining industry extracts an estimated $3.6 billion 
worth of gold, silver and other minerals from our public lands without paying a dime to the federal 
treasury. The industry also reaps over $4 billion per year in generous tax breaks. We still 
participate in the outrageous practice of selling public lands to the mining industry for $5.00 or less 
per acre. 

Since this Congress seems serious about reforming welfare, it should start with corporate 
welfare practices such as the Forest Service timber programs. The Chief Executive Officer of 
Louisiana Pacific, a major beneficiaty of public lands logging, took home over $ 1 5 million bom 
1991 to 1993 - why should tax dollars of hard working New Mexicans go to him? 

We are dismayed to learn the House tyrproved the so-called “salvage* timber provision 
inserted into the FY95 rescissions bill (HR 1 158). Rep. Yates estimafed this provision would cost 
taxpayers $375 milUon per year. The amendment specifies that this ‘salvage’ logging program be 
carried out without regard to fiscal impacts. Mtxe troubling is the exemption from “all appUcable 
Federal Laws”, which would jeopardize the heaith and safety of people living downstream from 
the logged areas. We qrpose this blatant giveaway which will destroy public resources. 

Energy Subsidies: 

The $28 billion-a-year coal industry should also be cut off &om the public dole; 'Coal- 
burning power plants are a major source of caibtm dioxide, greenhouse gases, and are the leading 
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cause of acid rain. Coal-burning power plants have a Oean Air Act incentive to clean up their act. 
Taxpayers should not be funding a $2.7 billion Clean Coal program or additional coal research and 
development programs. 

In addition, taxpayers should not be subsidizing the nuclear industry which generates lethal 
radioactive waste and has failed the marketplace test. We were successful in terminating the GT- 
MHR (Gas Turbine Modular Helium) nuclear reactor program, a prime piece of corporate welfare 
which primarily benefits one company. General Atomics of San Diego. The gas-cooled reactor 
that General Atomics wants to build would cost taxpayers at least $2.6 billion and is designed 
without key safety feamres to prevent the release of ladioacnvity. We appreciate Representative 
SchifTs wise vote to kill this boondoggle. 

Congress is currently deciding long-term spending and tax issues. We urge members of 
Congress who truly want a more efficient streamlined government U> slash polluter pork 
programs. 

C. Innovative policies: According to major industries in this country currently 200 million 
pounds of toxic waste are dumped annually into our environment Another important component 
of an efficient government is through strengthening existing laws with innovative polices such as 
toxics use reduction which prevents pollution from occurring in the first place. Comprehensive 
toxics use reduction includes developing programs to “sunset” or phase-out the production of the 
most hazardous chemicals, and requiring facilities discharging toxics into our air, land and water 
to publicly report their toxic chemical use and develop pollution prevention plans and goals. 

Thank you for the opportunity to submit testimony on the importance of a more streamlined 
and efficient government which will protect consumers and the environmenL NMPIRG looks 
forward to working with Congressman Schiff in developing these policies. 
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CUi/ ^nMbuquerque 

P.aBO)(13S3 ALBUQUERQUE. NEW MEXICO 87103 


»«III>B8B BY lUTOB HkSTIN S. CBK8BZ, CITY OT ALBOgUlBOOB 
TO raa ■ODSB CQMKiTm OK oananaam bbtokx mid OTBMXcnrT 
ocToan 10, ibbs 

Mr. Owlrau ud aiaban at tha Beuaa CoMlttaa ea OevaxD&aat 
Bafon and Ovaralglit, I'd Ilka to walooBa yeru to tba City of 
Albuquaxqua. I aa dallghtad to ba abla to praaaat to you today 
aeaa of tte laaaoixa aa'aa laamad and tha atrataglaa wa'va 
davalopad aa wa'va taeklad tha orualal laauaa of govanaaot 
demnalalaf and raoxganlaatlon, Mhlla ay adalnlatxatlon la 
eeonlttad to traBafozalng govanBast, wa mat anaura that 
■doaaalalag and raorgaalaatlea* alena ara not tha goal, but chat 
our aetloaa will provlda axoaXlaat, sera atflolaat publlo 
aarvloa, and a aafa guallty of Ufa for our oltlaana. 

To aohlava thla, I hava dltaotad wt ataff to caananlaa tha *way 
wa do our dally bualnaaa*, to anaura that all olty aaployaaa ara 
ouateaar-aarvioa orlaatad. I'va alae had than look around tha 
oountry and ananlna othar eoanmlcy prograaa, both auooaaaful and 
net-ae-auoeaaaful, ao that wa nalthar Ignora t^ auooaaaaa of 
othara, or naka awoldahla nlatakaa, and, neat lapertantly, wa'va 
davalopad naw waya to Involva our oltlaana In gevamannC daelalon 
anklag, to anha aura wa ara naatlng tha naada of tha puhlle la 
tha Boat afflolaat way poaalhla. 

To data, our blggaat auaoaaaaa hava baan In tha davalopawnt of - 
- publle-prlvata partaarahlpa with our bualnaaa aoBBunlty, 
pro^dliM d dyaaalo bluaprlst for aeonenlo dawalepnant - a 'ena- 
atop-ahep* for planning, paralttlng, and aonlng raquaata, to 
apaad up davalofaunt raguaata - •aeanunlty-baaad poltolng* to 
anoura raaponalva pollea aarvloaa and thua aafar nalghborbooda, • 
a Counoll on ganga to provlda a proaetlva anti-gang progran, - 
and a pilot Blddla aohMl Znltiatlva to ratum aporta back to our 
vulnar^la Bld-aohool-agod atudanta. NO alao hava a unlqua 
progroB within City Ball to daval^ waya to Baka govornBant Boro 
aBtraproaourlal and proflt-gaaaratlag. Blnoa I knw you want to 
hoar fron othara thla aoxnl^, wa'va provldad you with a datallad 
daaorlptlon of aaoh of thaoa prograaa. 

No all ara finding that trua ehango la nalthar alapla nor aaay - 
but tha ohallanga to ba oraatlva and find battor, Boro 
raaponalbla and roapenaiva waya to Boot tha public Intoroat, 
whlla oftan difficult, la alao axeltlng, and auat ba faoad It wa 
ara to aolva our problaaa both at tha local, and tha national 
lavola. I approolato tha opportunity to addrooa you. 


■— THE CITY OF ALBUQUERQUE 18 AN EQUAL OPPORTUNITY /REASONABLE ACCOMMODATION EMPLOYER -== 
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Greater Albuquerque 

for Humanity 

Habitat For Humanity Of New Mexico 


GOVERNMENT IN THE TWENTY-FIRST CENTURY 


TO: The Government Oversight Committee 


STATEMENT OF HOUSING NEEDS IN NEW MEXICO 


The American dream of home ownership is more and more 
elusive to the average family in New Mexico- As land costs soar, 
building materials costs climb, stricter and more expensive 
regulations are placed on builders while household incomes remain 
static, the prospect of home ownership dims. Employees in 
Albuquerque have seen their average earnings, as a percent of the 
national average, slip from 92% in 1972 to 86% in 1993. (1) 
Although new manufacturing jobs have grabbed the headlines in 
recent years, it is the service sector which has experienced the 
largest growth. Those employed in this sector are low income 
families who face a heavy cost burden when seeking home 
ownership. The median priced existing home in Albuquerque is now 
$110,000, a figure which excludes ownership by 44% of families. 
New construction is considerably higher. (2) 

Furthermore, it is estimated that statewide by the year 
2000, there will be 81,900 households at 30% or below the median 
income, This segment of the population cannot hope to own a home 
and will require some from of subsidized housing. Over 73,000 
persons in the 30-50% of median income bracket will need housing 

1 


3501 Campus Btvd. NE, AJbuquerque. NM$7I06 


Phone: 505-26SW57 Fax: 50S-26SW77 
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assistance by the year 2000. (3) 

New Mexico's demographics are changing with a rapid 
population growth in two distinct segments: the very poor, mostly 
immigrants, and the very affluent. Communities such as Taos, 
Santa Fe and Las Cruces have experienced this boom, while 
Albuquerque holds the distinction of being the 14th least 
affordable community in the nation for housing. (4) Impact fees 
are now under consideration statewide. These fees include 
already codified UEC charges and park fees and if increased by 
the proposed 200% would move Albuquerque into the 6th least 
affordable community. (5) The New Mexico CHAS report for 1994 
described the immediate need as 60,000 housing units although 
rapid growth has outstripped this estimate. 


HABITAT FOR HUNAMITT OF MBIf MDEZCO 

Habitat for Humanity International will be the largest 
builder of homes worldwide by the year 2000. It succeeds because 
of its grass roots nature of neighbor helping neighbor. Habitat 
for Humanity began in NM in 1987 in response to the acute need 
for affordable housing. Habitat of NM is committed to serve 
those families below the 50% of median income as defined by HUD, 
which for a family of 4 ranges from $9,000 to $19,500 per annum. 
Applicant families must have sufficient income to repay a 20 year 
0% interest mortgage, must provide 500 hours of "sweat Equity" 
and must be presently residing in very inadequate or unsafe 
housing. The last criterium, in roost cases, excludes those in 
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government subsidized rentals. As a 501(c)3 charitable 
organization, we receive tax-deductible donations from 
individuals, churches and business organizations concerned about 
inadequate shelter in our affluent society. 

HABITAT AMD GOVERNMENT AGENCIES 

In 199-1 Habitat's International Board of Directors 
established a strict policy for the use of government funds by 
Its affiliates nationwide. In summary, it states that Habitat 
welcomes partnership with government to purchase land or homes 
for rehabilitation, street and utility infrastructure and 
administrative expenses including salaries for employees. 

Habitat as an international organization of 20 years has 
established a good reputation as a builder of safe, decent homes 
With strict stewardship of assets. Some participants fear 
government involvement would "taint" Habitat's reputation because 
of the "waste and fraud" exposed in the past by government 
entities. Others are concerned that Habitat may become dependent 
on government money or that the organization would lose its 
character as a volunteer, community-based organization. However, 
Habitat's second mission is to raise the awareness of affordable 
housing needs, recognizing that the problem requires a 
multifaceted response from the government, the private and 
nonprofit sectors. (See attachment) 

Partnership with government by the ten Habitat affiliates in 
New Mexico has been limited to the use of community block grants 
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for land purchase and infrastructure such as the purchase of 
water meters. Staffed mainly by volunteers, the affiliates do 
not have the time or e;(pertise to deal with the complicated 
paperwork that is required for government grant Programs such as 
HOME and Hope III. 

In NM there are over 250 city, county, private and non- 
profit groups concerned solely with housing, including 114 non- 
profits who strive to help the poor, the elderly, the mentally 
and physically handicapped, etc. The existence of so many 
housing advocate groups speaks to the extreme need for adequate 
housing for the less affluent in our state. 


MCOMfniDATZONS 

1. Increase federal block grant monies sharply to 
individual states for housing needs. Simplify the paper work for 
making the funds available to housing advocates who have a proven 
track record. 

2. Continue and expand federal programs which reward 
personal involvement similar to Habitat's "sweat equity". 

3. Reduce government regulations which affect affordable 
housing and which are really regressive taxes on the poor and 
disadvantaged. A special advisory committee to President Bush 
found that unnecessary regulations can add 20-35% to the cost of 
building a new home. (6) 

4. Integrate low, moderate and high cost homes as new 
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neighborhoods are developed. We need to shorten the gap between 
the "haves and the have nots." 

5. Encourage in-fill housing to help prevent urban sprawl. 

6. Provide tax incentives to home buyers who would restore 
cr rehabilitate existing homes in decaying neighborhoods. 

7. Save our forests by giving tax incentives for using 
alternative building materials such as straw bale and recycled 
steel . 

8. Restore tax incentives on energy saving construction 
methods, e.g. solar energy, rammed earth, etc- 


Footnotes 

(1) University of NM’s Bureau of Business and Economic Research. 

(2) Affordable Housing Committee, City of Albuquerque, July 7, 
1995. 

(3i N.M. Department of Housing 

(4) Albuquerque Journal , Aug. 21, 1995. 

(5) Home Builder's Association of Central New Mexico 

(6) Jim Irvine, President, National Association of Home 
Builders . 
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HRITTEM TBSTIMOMY OF TBB AMBRICAN LEGION OF NEW MEXICO 
L.A. 'TONY* SANTILLANES DEPARTMENT ADJUTANT 

TO U.S. HOUSE OF REPRESENTATIVES 
COMMITTEE ON GOVERNMENT REFORM 
OCTOBER 9, 1995, ALBUQ. NM. 

MR CHAIRMAN AND MEMBERS OF THE COMMITTEE; 

I AM LOUIS A. SANTILLANES THE DEPARTMENT ADJUTANT FOR THE 
AMERICAN LEGION DEPARTMENT OF NBN MEXICO AMD AS DEPARTMENT 
ADJUTANT I AM THE ADMINISTRATIVE OFFICER OF TBB AMERICAN 
LEGION WITH THE RESPONSIBILITY OF INSURING THAT ALL OUR 
MANDATES ARB CARRIED OUT. TBB AMERICAN LEGION IS THE WORLDS 
LARGEST WAR TIME VETERANS ORGANIZATION IN THE WORLD COMPRISED 
OF OVER 3 MILLION MEMBERS. TBB MAIN OBJECTIVE OF OUR 
ORGANIZATION IS THE REHABILITATION OF THE VETERANS AMD THE 
CARE OF VETERANS AMD THEIR DEPENDENTS IN MEED. 

OUR HEADQUARTERS OFFICE IS LOCATED AT 1215 MOUNTAIN ROAD NE. 
IN ALBUQUERQUE. 

I REPRESENT 16,000 MEMBERS OF THE AMERICAN LEGION IN THE 
STATE OF NEW MEXICO AMD 5000 WOMEN OF THE AMERICAN LEGION 
AUXILIARY PLUS THE 170,000 VETERANS WHO LIVE IN THE STATE OF 
NEW MEXICO AMD I KEEP TRACK OF ALL LEGISLATION THAT AFFECTS 
ALL VETERANS PLUS HAVE AN OFFICE FOR A SERVICE OFFICER WHO IS 
THE ADVOCATE THAT SUBMITS ALL CLAIMS FOR VETERANS THAT GIVE 
HIM THE POWER OF ATTORNEY TO ACT ON THEIR BEHALF TO INSURE 
THAT THEY RECEIVE ANY AMD ALL BENEFITS DUB THEM OR THEIR 
DEPENDENTS . 

AS MORE THINGS CHANGE MORE THINGS REMAIN THE SAME AND THE 
NEED FOR OUR GOVERNMENT TO TAKE CARE OF VETERANS AND THEIR 
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DEPENDENTS WILL NOT DIMINISH AS THE YEARS GO BY RATHER AS ALL 
THESE VETERANS GET ON IN AGE SOME OF THEIR WAR INJURIES AND 
ILLNESSES WILL START BECOMING MORE OF A PROBLEM THAN WHEN 
THEY WERE YOUNGER AMD ABLE TO FEND FOR THEMSELVES. 

THEREFORE IN THE TWENTY-FIRST CENTURY THE COUNTRY STILL WILL 
HAVE THE RESPONSIBILITY OF THE DEFENSE OF OUR COUNTRY . 

IN THIS RESPECT THE COUNTRY HAS TO MAKE SURE THAT IT DOES NOT 
BECOME COMPLACENT AND THAT ENOUGH FUNDS ARE ALLOCATED TO KEEP 
THE COUNTRY DEFENSIVELY STRONG. 

ALSO IN THIS SAME VEIN WE HAVE TO MAKE SORE THAT OUR 
GOVERNMENT TAKES CARE OF THEIR DEFENDERS THAT ARE IN THE 
SERVICE OF THEIR COUNTRY. THEY HAVE TO INSURE THAT NO MEMBER 
OF OUR AHMED FORCES IS SURVIVING ON A POVERTY LINE 
SUBSISTENCE, BUT INSTEAD BEING COMPENSATED AS A PROFESSIONAL 
WITH A SPECIFIC JOB TO DO. I AM NOT JUST TALKING ABOUT THE 
OFFICERS BUT MAINLY THE NON-COMMISSIONED OFFICERS AND THE 
REGULAR ENLISTED NAN. 

THE GOVERNMENT WILL ALSO HAVE IN THE TWENTY-FIRST CENTURY 
THE SAME RESPONSIBILITY OF TAKING CARE OF THE SERVICE 
CONNECTED DISABLED VETERANS AND THEIR DEPENDENTS. 

THE GOVERNMENT HAS GOT TO RETHINK AND REDEDICATE ITSELF TO 
THE WELFARE OF THE VETERANS WHO HAVE ALREADY SERVED THEIR 
COUNTRY AND BECAUSE OF THAT SERVICE ARE NOW IN NEED OF 
MEDICAL ASSISTANCE OR IN NEED OF FINANCIAL ASSISTANCE. 

WE HAVE AS WE GO INTO THE TWENTY-FIRST CENTURY REMEMBER THE 
PROMISES THAT WERE MADE TO THESE MEN WHO SERVED THEIR COUNTRY 
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THAT THEIR WOUNDS AMD ILLNESSES WOULD BE TAKEN CARE OF AMD 
THAT IF BECAUSE OF THESE WOUNDS OR ILLNESSES THEY COULD NOT 
EARM A LIVING THAT THEY WOULD GET DISABILITY COMPENSATION. 

THE GOVERNMENT NEEDS TO LOOK AT THE VETERANS HOSPITAL SYSTEM 
AND COMMENCE TREATING ALL VETERANS AND THEIR DEPENDENTS UNDER 
A PROGRAM THAT WOULD ALLOW THE VETERANS HOSPITAL SYSTEM TO 
GENERATE FUNDS FROM 3RD PARTY ENTITIES SUCH AS INSURANCE AND 
MEDICARE AND MEDICAID FOR THE VETERANS AND THEIR 
DEPENDENTS THAT ARE NOT UNDER A SERVICE CONNECTED DISABILITY 
AND THAT WOULD CHOOSE TO BE TAKEN CARE OP BY THE VETERANS 
HOSPITAL SYSTEM. 

IF THE VETERANS ADMINISTRATION HOSPITALS WERE ALLOWED TO 
BECOME QUASI B.M.O.S. AND WERE ALLOWED TO RETAIN ALL THE 
MONEY GENERATED FROM THIRD PARTY REIMBURSEMENT TO USE TO 
FINANCE THEIR PARTICULAR OPERATION THE DRAIN ON THE FEDERAL 
BUDGET WOULD BE ONLY FOR THE PURPOSE OF GIVING MEDICAL 
ATTENTION TO THOSE VETERANS THAT UNDER THE LAW ARE NOW BOTH 
LEGALLY AND MORALLY ENTITLED TO SUCH CARE. 

THE FUNDS GENERATED FROM THE OTHER VETERANS AND THEIR 
DEPENDENTS WOULD GO A LONG WAYS IN FINANCING THE OPERATIONS 
OF THE HOSPITALS AND KEEPING THEM WORKING IN CO-OPERATION 
WITH THE MEDICAL SCHOOLS AROUND THE COUNTRY IN THE TRAINING 
OF FUTURE PHYSICIANS AND AT THE SAME TIME KEEPING FAITH WITH 
THEIR OTHER MISSION AND THAT IS TO BE AT ALL TIMES READY TO 
CARE FOR CASUALTIES OF WAR OR NATIONAL DISASTERS. 
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IF THE GOVERNMENT IN TEE TWENTY-FIRST CENTURY FAILS TO KEEP 
TRUE TO ITS COMMITMENTS TO THE VETERANS OF THIS COUNTRY THEY 
MAY FIND THAT THE YOUNG MEN AND WOMEN OF THE FUTURE WILL NOT 
BE AS WILLING TO COMMIT TO DEFEND THEIR COUNTRY AS THESE 
VETERANS OF THE TWENTIETH CENTURY WERE. 

WE AS VETERANS DO REALIZE THAT THIS COMMITMENTS MEANS MONEY 
THAT IS GETTING HARDER AMD HARDER TO GET. BUT WE ALSO REALIZE 
MOST OF THE COUNTRIES, THAT WE AS VETERANS WERE ON THEIR 
SOILS FIGHTING FOR OUR LIVES AMD FOR FREEDOM, NOT ONLY FOR 
OUR FREEDOM BUT FOR THEIRS, HAVE RECEIVED MONEYS TO REBUILD 
THEIR ECONOMIES AND TO REBUILD THEIR CITIES AMD WE REALLY BAD 
NO OBLIGATION THERE, BUT WHERE THE OBLIGATION OF TAXING CARE 
OF OUR DISABLED VETERANS AMD THEIR FAMILIES COMES INTO THE 
PICTURE THE LEGISLATORS START HAVING SECOND THOUGHTS. 

WE FEEL THAT THE TAXATION SYSTEM HAS TO BE REVAMPED, WITH ALL 
THE SPECIAL LAWS AND REGULATIONS AMD SPECIAL DEDUCTIONS AMD 
THE THOUSANDS OF FEDERAL EMPLOYEES REQUIRED TO KEEP TRACK OF 
THE LAWS AND REGULATIONS, MAYBE A SALES TAX OR A FLAT TAX IS 
AN IDEA THAT NEEDS TO BE LOOKED AT NOW. 

THE ONE THING THAT I WANT TO EMPHASIZE IS THAT WE AS VETERANS 
DO NOT WANT OUR COUNTRY BANKRUPT OR CONSISTENTLY IN A DEFICIT 
SPENDING MODE. BUT WE DO FEEL THAT THE GOVERNMENT BAS TO 
LIVE UP TO THE COMMITMENTS MADE TO THE VETERANS 
AND WE HAVE TO ADJUST OUR SPENDING AMD OUR TAXATION TO 
FULFILL ALL OUR OBLIGATIONS. 

WE NEED TO AS A NATION QUIT TRYING TO BE ALL THINGS FOR ALL 
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PEOPLE AND MAKING MORE AND MORE REGULATIONS THAT HINDER OR 
CURTAIL THEIR ABILITY TO MANAGE THEIR OWN LIVES AND BE ABLE 
TO RUN BUSINESS AND THEIR LIVES WITH LESS INTERFERENCE 
FROM THE GOVERNMENT. 

FOR EXAMPLE THERE ARE LAWS AND REGULATIONS ON THE CLEAN AIR 
ACT AND ENVIRONMENT THAT ARE ALMOST ADMINISTERED THE SAME FOR 
A ONE MAN OPERATION AS FOR A MANUFACTURING CONGLOMERATE. 

THE HONEY IT TAKES TO COMPLY HAS MANY SMALL BUSINESSES 
CLOSING OR LETTING EMPLOYEE'S GO BECAUSE THEY DON'T HAVE THE 
HONEY TO COMPLY AND IF THEY DON'T COMPLY THE EXCESSIVE FINES 
HILL BANKRUPT THEM. 

LAWS AND REGULATIONS HAVE GOT TO BE TEMPERED WITH COMMON ' 

SENSE AND WITH A LOOK AT THE RAMIFICATIONS A SIMPLE 
REGULATION CAN CREATE FOR A SMALL OPERATION. 

DON'T GET OS WRONG THE UNITED STATES IS STILL THE BEST COUNTRY IN 
THE WORLD TO LIVE IN AND MANY OF THE VETERANS HAVE SEEN FIRST HAND 
HOW OTHER COUNTRIES OPERATE. BUT TO REMAIN STRONG HE HAVE TO AGAIN 
GENERATE PRIDE IN OUR COUNTRY AND REMAIN AS THE COUNTRY THAT ALWAYS 
FULFILLS IT COMMITMENTS BOTH TO ITS CITIZENS AND ALSO TO THE REST 
OF THE WORLD. 

MR CHAIRMAN AND MEMBERS OF THE COMMITTEE I WANT TO THANK YOU FOR THE 
OPPORTUNITY THAT YOU HAVE EXTENDED TO THE AMERICAN LEGION AND ME 


PERSONALLY ANI 


ME TO GIVE THIS TESTIMONY 
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United We SUnd America 
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‘‘ 2 Ut Caturf Go ttn unau '^ 

Vice Qutmaii: Bcpmtntalm Sterca ScUff 
AUwian^H, !*•« MokK OcMo*. IMS 


OPENING REMARKS; 

ON BEHAU OF UNITED WE STAND AMERICA <UWSA), I WANT TO THANK YOU CONOIESSMEN FOR 
HOLDINC THESE IMPORTANT HEARINGS IN ALBUQUERQUE. IN ADDITION. I WISH TO TAKE THIS 
OPPORTUNITY TO THANK YOU FOR YOUR CXXJRACSOUS LEADERSHIP IN THE CONGRESS. YOUR 
VOTING RECORD IN BEHALF OF ALL AMERICANS HAS BEEN EXEMPLARY I SPEAK, PRIMARILY, OF THE 
CONTROVERSIAL TERMJJMTTS BILL SUBMOTED BY REPRESENTATIVE VAN HILLEARY 

WE ARE ESPECIALLY PLEASED TO HAVE ASKED TO PROVBIE THIS TESTIMONY, NOT ONLY FOR 
UWSA MEMBERS. BUT ALSO FC» MANY OTHER OTIZENS AND COAUnONS ACROSS OUR STATE THAT 
ARE VITALLY INTERESTED IN GOVERNEffiNT REFORM. 

IT IS OUR SINCERE HCHE THAT YOU WILL TAKE TO HEART THE INPUT YOU RECEIVE HERE. WE TRUST 
THAT YOU WILL RETURN TO WASHINCTON MORE DETERMINED THAN EVER TO MAKE THE TOUGH 
DECISIONS NECESSARY TO REFC«M OUR GOVERNMENT AND REGAIN THE CONFIDENCE AND TRUST OF 
THE AMERICAN PEOPLE. 
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CURRENT PROPOSALS: 

UWSA HAS CAREFULLY STUDIED THE ISSUES AND HAS CONCLUDED THAT THE FOLLOWING SALIENT 

POINTS, IF ADDRESSED AS PROPOSED HEREWITH, WOULD EFFECT THE MOST EXTENSIVE 

AMELIORATION IN OUR GOVERNMENT; 

• BALANCE THE BUDGET MANY OF OUR CITIZENS ACROSS THE NATION BELIEVE THAT AMERICA IS 
FACING THE GREATEST PERIL SINCE ITS FOUNDING 220 YEARS AGO. THE THREAT TO OUR 
SURVIVAL IS THE ECONOMIC CANCER OF A SS TlULUON^DOlLAIt DEBT THAT GROWS BY ONE 
BILLION DOLLARS A DAY. THE INTEREST ALOHENO^ EXCEEDS S2S0 BILLION PER YEAR DESPITE 
THE PROMISES MADE TO THE AMERICAN PEOPLE. A BALANCED BUDGET IS STILL NOT A REALITY. 
AND. INDEED, IT HAS FAILED IN THE SENATE. THIS FAILURE HAS FURTHER ERODED THE 
CONFIDENCE OF THE AMERICAN PEOPLE IN THEIR GOVERNMENT. THE CURRENT SPIRAL OF THE 
DOLLAR IS TIED DIRECTLY TO THE FAILURE OF CONGRESS TO DEAL WITH THIS PROBLEM IN A 
MEANINGFUL WAY. TODAY, THE AMERICAN DOLLAR IS AT AN ALL-TIME LOW AGAINST THE 
JAPANESE YEN AND THE GERMAN MARK. AND SOON. EVEN THE CHINESE YUAN COULD POSE A 
THREAT TO THE DOLLAR AS THE PREEMINENT TRADING CURRENCY OF THE WORLD. FINALLY. 
THIS LEGACY WE ARE LEAVING OUR CHILDREN AND GRANDCHILDREN IS TOTALLY 
UNACCEPTABLE TO THE AMERICAN PEOPLE 

• CAMPAIGN FINANCE AND ELECTION REFORM: WE MUST SET THE HIGHEST ETHICAL STANDARDS 
FOR THOSE WHO ASPIRE TO LEAD US FROM THE WHITE HOUSE AND THE CONGRESS, AND, YES, 
FROM THOSE WHOM THEY APPOINT TO ASSIST. CAMPAIGN FINANCE REFORM CAN SOLVE MANY 
PROBLEMS AND LEVEL THE PLAYING FIELD SO THAT ALL CITIZENS WILL HAVE THE OPPORTUNTTY 
TO PARTICIPATE AS A CANDIDATE FOR OFFICE IF THEY SO DESIRE. TODAY. ONLY THOSE WITH 
MONEY, OR THAT ARE SUPPORTED BY SPECIAL INTEREST GROUPS, ARE ABLE TO PARTICIPATE. 
THERE SHOULD BE LAWS IN PLACE THAT WOULD PRECLUDE ELECTED OPHCIALS FROM 
ACCEPTING CAMPAIGN FUNDING, OR GIFTS. MEALS. TRIPS OR JUNKETS. FROM LOBBYISTS, 
FOREIGN OR DOMESTIC. NOT TO SAY THAT GOOD IDEAS CANNOT BE PASSED ALONG, ONLY THAT 
PERKS CANNOT ACCOMPANY THE IDEAS. WE PROPOSE THAT THOSE INTERESTED IN SERVING 
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THEIR COUNTRY SHOULD RAISE THEIR CAMPAIGN MONET IN THEIR DISTRICT. FROM THE PEOPLE 
THEY ARE GOING TO REPRESENT, AND THE SENATORS SHOULD GET THEIRS FROM WITHIN THEIR 
OWN STATE. THE AMOUNT MUST BE CAPPED SO THAT NO ONE PERSON OR PERSONS. OR 
CORPORATIONS, WILL HAVE UNDUE INFLUENCE BECAUSE OF LARGE CONTRIBUTIONS. WE 
RECOGNIZE THAT MOST ELECTED OFnCIALS, OR ASPIRANTS, ARE PEOPLE OF GOOD CHARACTER 
AND MORAL STRENGTH, HOWEVER, THEY ARE THRUST INTO A SYSTEM THAT ALMOST FORCES 
THEM TO “GO ALONG," IN ORDER TO BE EFFECTIVE AND TO GET RE-ELECTED. THE CLEAN 
CONGRESS ACT OF 1995, H.R2072, SPONSORED BY REPRESENTATIVE LINDA SMITH (R-WASH) AND 
OTHER REPRESENTATIVES, IS AN EXCELLENT START IN THIS REGARD, AND WE STRONGLY URGE 
YOUR SUPPORT FOR THIS RESOLUTION. OTHER REFORMS THAT MERIT CONSIDERATION ARE; 
REDUCE THE COST OF CAMPAIGNS BY SHORTENING THE ELECTION CYCLE, REPLACE THE 
ELECTORAL COLLEGE PROCESS FOR ELECTING THE PRESIDENT WITH A DIRECT VOTE FROM THE 
CITIZENS; AND PROHIBIT ANNOUNCEMENTS OF EXIT POLLS UNTIL ALL VOTINC HAS BEEN 
COMPLETED IN HAWAII. 

TERM LIMITS: THIS ISSUE WILL NOT GO AWAY BECAUSE SO MANY PEOPLE ARE IN FAVOR OF IT. 
WE FAVOR NO MORE THAN TWO TERMS FOR SENATORS AND THREE TERMS FOR CONGRESSMEN. 
rr WILL REQUIRE A CONSTITUTIONAL AMENDMENT THAT SHOULD BE PASSED BEFORE THE 
CHRISTMAS RECESS. 

CREATE A NEW NATIONAL TAX SYSTEM: THE CURRENT SYSTEM IS ANTIQUATED; FULL OF LOOP- 
HOLES THAT APPEAR TO FAVOR LARIS MULTI-NATIONAL CORPORATIONS AND THE MORE 

d 

AFFLUENT CITIZENS. A NEW TAX SYSTEM MUST BE FAIR; IT MUST BE PAPERLESS OR NEAR 
PAPERLESS; IT SHOULD RAISE ONLY THAT MONEY NEEDED TO PAY THE BILLS. AND THERE MUST 
BE A PROVISO THAT WOULD REQUIRE THAT ANY FUTURE TAX INCREASES UNDER THIS SYSTEM 
WOULD BE APnmVED BY THE KOPLE IN THE NEXT FEDERAL ELECTION. THIS WOULD IMPOSE 
DISCIPLINE ON SPENDING. 
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• MEDICARE, MEDICAID, SOCIAL SECURITY: NO GOVERNMENT REFORM PROGRAM ^^OULD EE 
COMPLETE WnHOUT ADDRESSING THESE BIG SPENDERS. THERE MUST BE SUBSTANTIVE 
CHANGES IN THESE AREAS. THEY MUST ALL BE RIGOROUSLY REVIEWED, REASSESSED, AND 
REVISED. THEY MUST BE BASED UPON JUSTIFIABLE NEED, AFFORDABILITY, FAIRNESS, 
PERFORMANCE, AND MEASURABLE RESULTS. THESE AREAS CAN BE PRESERVED, IN A 
STREAMLINED FASHION. IF WE ALSO SERIOUSLY ADDRESS THE NEXT ITEM. 

• CORPORATE WELFARE: WE MUST CHANGE THE FOREIGN TAX CREDIT FOR MULTI-NATIONAL 
CORPORATIONS TO A DEDUCTION. THAT SIMPLE STEP CAN SAVE BILLIONS OF DOLLARS. WE 
MUST ELIMINATE SOCIAL INTEREST DEDUCTIONS THAT HAVE NO SOCIAL BENEFITS AND 
FAVORABLE TAX TREATMENT OF CAPITAL GAINS. CLOSE ALL EXISTING LOOP-HOLES, AND 
FINALLY, ELIMINATE THAT DESPISED TAX DEDUCTION FOR TOBACCO ADVERTISEMENT - 
CURRENTLY AT 11.4 BILLION DOLLARS. THIS WILL NOT BE A FORMIDABLE TASK IF ELECTED 
OFHCIALS ARE PRECLUDED FROM RAISING CAMPAIGN FUNDS FROM SPECIAL INTEREST GROUPS 
AND/OR LOBBYISTS. 

CONCLUSION: 

MR. CHAIRMAN AND MEMBERS OF THIS COMMITTEE. PLEASE PERMIT A FEW CLOSING COMT^IENTS IN 
AN ATTEMPT TO PUT THE SUBJECT IN PROPER PERSPECTIVE, 

IN NOVEMBER, 1994. THE AMERICAN PEOPLE SENT A RESOUNDING WAKE-UP CALL TO THE PRESIDENT 
AND MEMBERS OF CONGRESS. TODAY. IT APPEARS THAT TOO MANY OF THESE ELECTED OFFICIALS 
DID NOT HEED THE CALL. THE FAILURE OF THE BALANCED BUDGET AMENDMENT: REJECTION OF 
TERM LIMITS; THE PASSAGE OF NAFTA AND GATT/WTO BY A LAME DUCK CONGRESS, AND THE 
PRESIDENTS BAILOUT OF THE MEXICAN PESO, ARE BUT FOUR EXAMPLES THAT LEAD US TO BELIEVE 


THAT THE MESSAGE WAS NOT RECEIVED, 



754 


WE MUST MAKE SURE, TODAY, THAT EVERYONE WHO SERVES IN THE EXECUTIVE. LEGISLATIVE AND 
JUDICIAL BRANCHES OF GOVERNMENT UNDERSTANDS THAT THEY ALL HAVE “A COiVTRACT WITH 
AMERICA " ALL SWORE TO UPHOLD THE CONSTITUTION AND SERVE THE PEOPLE WE MUST. 
THEREFORE. HOLD THESE ELECTED AND APPOINTED 5£RK4JVre/4CCOt/?VL4BL£ FOR THEIR ACTIONS 

ALL OF US HAVE INVESTED TOO MUCH OF OUR LIVES AND FAR TOO MUCH BLOOD, SWEAT AND TEARS 
TO FAIL NOW. OUR CHILDREN, GRANDCHILDREN, AND FUTURE GENERATIONS ARE DEPENDING ON US. 

THANK YOU FOR THIS OPPORTUNITY TO ADDRESS THESE CRUCIAL CONCERNS FOR AMERICA. 

CRES C BACA 
STATE DIRECTOR 
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CREATING A 21ST CENTURY GOVERNMENT 


PRroAY, OCTOBER 20, 1995 

House of Representatives, 

Committee on Government Reform and Oversight, 

Charlotte, NC. 

The committee met, pursuant to notice, at 10 a.m., in the Char- 
lotte Mecklenburg Government Center, Meeting Chamber, 600 
East 4th Street, Charlotte, NC, Hon. William F. Clinger (chairman 
of the committee) presiding. 

Present: Representatives Bass, Davis, Fox, Gutknecht, Mica, 
Mjrrick, and Spratt. 

Staff present: Diann Howland and Kimberly Cummings, profes- 
sional staff members; Jonathan Yates, associate general counsel; 
Judith McCoy, chief clerk; and Denise Wilson, minority profes- 
sional staff. 

Mr. Clinger. Good morning. This is the Committee on Govern- 
ment Reform and Oversight. This is our sixth hearing on what we 
call “Creating a 21st Century Government.” Before I go further, I 
would like to thank a distinguished Member of Congress and this 
area’s Representative, Sue Myrick, for hosting us today and for the 
work she and her staff have devoted to the hearing’s success. 

This morning the committee will hear from a number of distin- 
guished witnesses who will share ideas on creating a leaner, more 
responsive Federal Government. Our main goal is to learn from 
their success stories and apply these lessons to our Federal Govern- 
ment priorities. 

Our focus on Federal Government restructuring goes beyond just 
streamlining. It encompasses every function within our agencies, 
deciphering which functions are essential and which are no longer 
necessary. And we must step back from bureaucratic and ineffi- 
cient Federal institutions and ask the questions that the private 
sector has been asking itself for years: What are the main functions 
of this organization, and can we effectively and efficiently meet the 
service d^ivery needs of our citizens well into the 21st century? 

It is essential that we involve government in only the functions 
that it can perform well, and keep it out of functions that can be 
successfully delivered through private sector or State and local 
means. Today, there are 1,390 Federal domestic programs adminis- 
tered by 53 departments and establishments of the Federal Gov- 
ernment. Ten years ago 52 Federal departments and agencies ad- 
ministered 1,013 Federal programs. The reality is that the Federal 
Government is too big and involved in too many functions to do 
them all well. 
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The problem, in my view, with government today is that it has 
become too large and inefficient, causing it to become less respon- 
sive to the service delivery needs of our citizens. The time is now 
for a complete top to bottom renovation and review of our Federal 
departments and agencies. 

Our task as lawmakers is to create legislation that will innovate 
and transform the Federal Government hopefully into an efficient 
and responsive organization that will meet taxpayers’ needs in the 
coming years. And the only way to reach this goal is with the sup- 
port and input of the American people. With this partnership be- 
tween lawmeikers and citizens we can create a government that is 
responsive to the needs of the American people; efficient and effec- 
tive, not wasteful; and able to use technology to enhance and aug- 
ment its service to the people. 

The witnesses appearing before us today all offer a unique per- 
spective on the role they have played in restructuring their organi- 
zations. They have met the needs of an ever-changing environment 
and have innovative and thoughtful ideas to offer in our quest to 
downsize and reform our Federal institutions. Our hope is that the 
ideas we hear today can be effectively implemented in our Federal 
restructuring efforts. 

It is our intention, through these field hearings, to take a step 
back from “politics as usual’’ in Washington and get in touch with 
the heart of our Nation, which is why we are here and why we 
have been, over the preceding months, in Cleveland and in New 
Jersey and Seattle, WA; Long Beach, CA; Albuquerque, NM; and 
now nere in Charlotte. So we encourage your participation to as- 
sure that the approach we take on downsizing has your support 
and represents your ideas. I think particularly important is our 
open mic session which we will have today and which is intended 
to allow you to address us and tell us your views, and we very 
much looK forward to hearing from those of you who would like to 
contribute to our deliberations. 

With that, I want to thank the witnesses in advance for coming 
to testify today, I want to thank the audience who is here, and afl 
my colleagues for taking time out from their very busy schedules 
to listen to what the people of North Carolina have to say. 

Before I recognize the ranking member here today, I want to 
defer to our host, ConCTesswoman Myrick, who we want to thank 
again for providing such a lovely venue for us. 

Sue, thank you. 

['The prepared statements of Hon. Jon D. Fox and Hon. William 
J. Martini follow:] 
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OPENING STATEMENT 
CONGRESSMAN JON D. FOX 

COMMITTEE ON GOVERNMENT REFORM AND OVERSIGHT 
OCTOBER 20, 1»9S 


Mr. Chairman, I first want to thank my colleague. 
Congresswoman Sue Myrick, for hosting today's hearing. As fellow 
freshman, we are part of the revolution to make government smaller, 
more responsive, and less intrusive in our everyday lives. 
Congresswoman Myrick' s leadership in this area, among others, is to 
be commended; the people of Charlotte are fortunate to have such 
an active representative In Washington. 

Mr. Chairman, the United States is on a path of seeking better 
methods in meeting the needs of the American people so that both 
public and private institutions can deservedly receive people's 
confidence . 

The American people have often complained of the intrusiveness 
Of federal government, of inadequate performance, and of excessive 
expenditures. In light of these public concerns, the government 
has begun to turn to the creative talents and ingenuity of 
organizations, both public and private, to provide proposals to 
better address present and future challenges. 

This hearing is imperative so that we may explore alternative 
approaches for administering many government programs and services 
to determine how they can be better managed in a more efficient and 
productive manner. 

I look forward to hearing from the today's witnesses who will 
offer their suggestions and proposals of how the federal government 
can change the way it does business. We need a government that is 
smaller, less intrusive, and more responsive to the people it 
represents . 
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Opening Remaiks for 
Congieuman Bill Martini 
United States House of R^resentatives 
Government Reform and Oversight Committee 
Charlotte, North Carolina Field Hearing 
"Creating a 21st Century Government" 
October 21, 1995 


Thank you Mr. Chairman. 

Mr. Chairman, today the Federal Government stands at a crossroads. 

For the first time in over two decades, we are on the brink of achieving a balanced federal 
budget. 

The 104th Congress has clearly demonstrated a commitment to fiscal responsibility. This is 
evidenced by the historic reconciliation bill that will help us put a down-payment on 
America's future. 

I believe that we have a moral obligation to balance the federal budget. 

This is the right thing to do for our future, tnir children’s future, aiul the future of 
generations to come. 

Our message is simple: government must learn to exercise the same fiscal restraint that our 
households and our businesses operate under each and every day. 

The problem is that there are many people in Washington that just don't get it. The 
naysayers are still afraid to make the tough choices today that will help us create a better 
tomorrow. 

1 come from a state where for the past two years the "chicken littles' have claimed that the 
sky is going to fall. 

We have had a rare occurrence in New Jersey. We have a Governor who has eliminated two 
state departments, privatized several othen, and reduced state spending. 

Mr. Chairman, I can proudly tell you that the sky didn’t fall in the Garden State, in fact the 
future of the Garden State has never looked better. 

Six weeks ago this panel had the benefit of heating from Governor Christine Todd Whitman 
and several other outstanding witnesses on how we in Washington can create a better Federal 
Government for the 21st century. 
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The purpose of these hearings is to begin a dialogue with the American people on how we 
can do things better. 

The Committee has come here to Charlotte, North Carolina, because the ability to see 
beyond the beltway has been lost in Washington. 

Mr. Chairman, while I am on the subject of the Tarheel State, I would like to take a moment 
to recognize my distinguished freshman colleague from North Carolina and praise her along 
with the Chairman for putting together this important event. 

Sue Myrick has been a leader in the freshman class and voice of sensibility in the Congress. 
Congresswoman Myrick has led the freshman charge in the fight to balance the federal 
budget and to stem the tide of burdensome federal regulations. 

I guess this should come as no suiprise to the residents of the 9th District who had the 
benefit of seeing My colleague in action as the Mayor of Charlotte. 

Mr. Chairman, for the last forty years, we have failed to question the effectiveness and the 
necessity of numerous federal programs. No one stops and asks which programs work, 
which don't, and which should be eliminated. 

Instead, all to often when a program does not work we create a new one without eliminating 
the first, thereby creating another level in a limitless federal bureaucracy. 

Speaker Gingrich has tasked this Committee with the awesome responsibility of changing this 
mindset in Government. 

We must learn to look at things differently. We certainly need to respect the traditions of 
the past, but we must not be afraid to look at the possibilities of the future. 

In an era of faxes, office automation, and the information superhighway, we must learn to 
adapt the technologies of tomorrow in the Federal Government of today. 

If we are to remain a world leader we must set that standard for innovation and excellence. 
This is the essence of the "American spirit" that has enabled us to maintain the longest 
standing democracy this planet has ever known. 

In every age, Americans have risen up to meet the challenges of the day. 

Today the Federal Government faces a challenge. We no longer have the luxury of mtming 
up massive debts that will be paid by future generations. 

The Federal Government must learn to do more with less. Technology will certainly provide 
some of the tools necessary to accomplish this. 
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Our goal must be to build on the principles of how we can most effectively provide Federal 
Government services that American people can count on. 

In order to do this, we must listen carefully to the success stories of the individuals who will 
testify before this committee today. 

I am confident that we now have the collective will in Congress to meet the challenge before 
this Committee. 

Before I yield my time, I want to thank all the individuals who have taken time out of their 
busy schedules to be here with us today and I am eagerly awaiting your testimony. 

I also want to thank the people of Charlotte and my colleague Congresswomen Myrick for 
their warm hospitality. 

Mr. Chairman, I yield the balance of my time! 
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Mrs. Myrick. Well, you are welcome. I am just delighted that the 
committee chose to come to Charlotte because I keep bragging on 
you all the time and letting you know how differently we do things 
here and the fact that for years we have been doing public/private 
ventures, and government has been innovative in the way that we 
have downsized and still maintained the necessary services with 
fewer people, and really doing things in a concise way. And years 
ago when we did an efficiency study of government, that was really 
a oeginning of this whole process of the downsizing and the privat- 
ization. And I know some of you who are here today and are going 
to talk with us have been a part of that effort for a long time. 

But we have really done housing differently, we have done a lot 
of things that other cities have not really attempted yet and the 
Federal Government has done none of. So I am very encouraged 
that you were willing to take your time and share with us and be 
a part of sharing these good ideas. Because I am of the thought 
that, you know, if we can do it here in Charlotte it can be done 
anywhere in the country, and it can certainly be done in Washing- 
ton, DC. And so I am glad that everybody did take their time to 
come and be a part of this, and I welcome everybody. 

I said I just hate the fact that they are going to have to turn 
around and go home as soon as they are finished and we are not 
going to be ahle to show them anything in the city, because we do 
have a lot to share with them. But maybe sometime. 

You have an open invitation, all of you, to come back. Of course 
John here is veiy familiar because he is right down the road. John 
Spratt is our neighbor in South Carolina. I think most of you prob- 
ably know that. And we are glad that John is here today as a part 
of the committee. 


So with that I will turn it back to Chairman Clinger, and I just 
say thanks to all of you and please feel free to share with us any- 
thing that you would like. 

Mr. Clinger. Thank you very much. Sue. And now I would like 
to recognize the gentleman from South Carolina, a member of the 
committee, Mr. Spratt. 

Mr. Spratt. Thank you very much, Mr. Chairman. I did not real- 
ize I was going to be the ranking member. I appreciate the oppor- 
tunity just to say a word, and along with Sue Myrick, to extend you 
a welcome because I feel as if I am home, too. I was born here in 
Charlotte, I went to Davidson College in Mecklenburg County, and 
I grew up reading “The Charlotte Observer” and watching Char- 
lotte television, and am very much a part of the Charlotte metro- 
politan statistical area, which is more than just a statistical area. 
It is growing in a purposeful way to become a region where we all 
recognize our common interest and concerns. 

I am very glad the committee has come here because this is a 

E l ace where government works, and works well, and it works well 
ecause it works hand-in-glove with the private sector and with the 
people and their concerns. And this is the place where the Federal 
Government can come and learn how we can do a better job of run- 
ning the country and to what extent we devolve responsibilities 
upon the local government. 

I think this is and ought to be a bipartisan concern. This ought 
to be a subject to which both of us are committed and concerned. 
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and for that reason I am very pleased to take part in these hear- 
ings today. 

Mr. Clinger. Thank you very much, John. Does any other mem- 
ber have an opening statement? If not, I think we will move to our 
panel. Let me announce at the outset a couple of things. First of 
all, we will have an open mic session. And in order to be fair about 
it, because I am sure you who are voluntarily here would like to 
say something, we do have limited time so we are going to do a lit- 
tle lottenr. And if you have not gotten a ticket, please do so because 
we will draw those at random when we get to the open mic session. 

And the second thing I would note is that you will see members 
coming and going during the hearing. And that is not out of any 
sense of rudeness or disrespect, but many of them will have phone 
calls to take or whatever they will be doing during the course of 
the hearing. The most important person who is really here is sit- 
ting over here to the far right who is taking a transcript of this, 
and this will all become a part of our total hearing record and be 
available to all members of the committee when we get back to 
Washington. 

And I have been reminded that I should introduce the other 
members of the panel who are with us today. ConCTessman Mica 
from the State of Florida, he is the chairman of the committee’s 
Subcommittee on Civil Service. And next to him is Congressman 
Davis from the State of Virginia, who is the chairman of the Sub- 
committee on the District of Columbia. And to my right we have 
ConCTessman Bass from the great State of New Hampshire, a 
freshman member of the committee and a very valuable member 
of the committee. And last, but certainly not least, ConCTessman 
Gutknecht from the State of Minnesota, who is also a freshman 
member of the committee. So we have a very outstanding turnout. 
And here comes my fellow colleague from the CTeat Commonwealth 
of Pennsylvania, Jon Fox, who is another freshman member of our 
committee. So we are delighted that he is joining us. 

Actually you will be pleased to hear that I think of all the hear- 
ings we have had all across the country, this is the best attend- 
ance. So I think it speaks well of Charlotte that so many of my col- 
leagues have chosen to come and participate in this hearing today. 

It is now my pleasure to introduce our first panel of distin- 
guished witnesses. And as I introduce them I would ask them to 
come forward to the witness table. First of all is Richard Vinroot, 
who is the mayor of the city of Charlotte, and who has held very 
distinguished positions in public sector careers, including service as 
a member of the Charlotte City Council from 1983 to 1991. Cur- 
rently the mayor is a candidate for the Governor of the State of 
North Carolina. And we are very delighted. Mayor, that you could 
be with us this morning. 

Our second member of this panel is Wendell White, the Charlotte 
city manager, who has held several distin^ished public positions, 
including his tenure as commissioner of Virginia State Council on 
Criminal Justice, and as the vice chairman of the Virjginia City — 
city/coxmty manager, professional development committee. Under 
his leadership the city of Charlotte was recognized by “Business 
Month Magazine” as one of the 10 best managed cities in the Unit- 
ed States in 1989. 
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Gentlemen, we welcome you both. It is a custom of this commit- 
tee, as an oversight committee, to swear all witnesses, so as not to 
prejudice the ri^ts of any witness. And if you have no objection, 
I would ask you if you would rise and we will ask you 

[Witnesses sworn.] 

Mr. CuNGER. Thank you. Let the record indicate that the wit- 
nesses both indicated in the affirmative. And with that. Mayor, 
again welcome. We look forward to your testimony. 

STATEMENTS OF RICHARD VINROOT, MAYOR, CHARLOTTE, 

NC; AND WENDELL WHITE, CITY MANAGER, CHARLOTTE, NC 

Mr. ViNROOT. Thank you, Mr. Chairman. And thank all of you 
for coming to Charlotte, and particularly Congresswoman Myrick 
and Congressman Spratt for being the welcoming Members of Con- 
gress here. We welcome you back to our region. We are all part of 
the 1,400,000 populated regions in which both of these fine Con- 
gressmen are Representatives. 

Let me speak quickly and I hope to the point because I know you 
do have time limits. I want to talk in really four or five brief com- 
ponents. One, I want to talk about my biases as I came into the 
office of mayor of Charlotte. Second, I want to talk about some 
questions I asked as mayor that I think you should be asking as 
leaders of our Federal Government. Third, I want to tell you briefly 
about several task forces that we put together — that I put together 
as mayor of Charlotte. And then I want to tell you about the poli- 
cies and the results of those task forces. And finally I want to brag 
just a little bit about some honors and awards that have come our 
city’s way. I hope I can do that in the 5 minutes that is provided. 
The first thing 

Mr. CUNGER. We will not hold you to that strictly, Mayor, so 

Mr. ViNROOT. Well, I will do my best, nonetheless, because I like 
to adhere to time limits. As I sit in your chair, for the most part, 
I am very tough on people on timing. Like to do as I say, not sim- 
ply do the other way. 

I came as mayor of Charlotte, a good city which had been well 
managed for many years, with these biases: One, that government 
is a service provider, not a job provider. Two, that jobs, not pro- 
grams, are the best social service providers of solutions that we 
have. And third, that we in government — and I believe Abe Lin- 
coln, if I may say so as a Republican mayor, said this many years 
ago — ought to do for our citizens what they cannot do for them- 
selves, not those other things that we can provide for ourselves. 

Fourth, I came with an idea — and this is a Presbyterian idea, 
and I think it is a Baptist idea and an idea of church people every- 
where— of stewardship. That is, that we have limited resources and 
we have a responsibility to use them, and use them responsibly. 

And finally, I happen to believe in something that I think is as 
American as apple pie, and that is competition. We go about our 
business talking about what is America. I am a lawyer and I say 
to people all over this State it would be nice to be the only lawyer 
in Charlotte. It would not be good for our citizens, it would not be 
good for the customers of law services. But it would be, I think, a 
way of lawyers simply doing whatever they want and charging 
whatever they wish. Competition is the reverse of that. It is the 
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reason we have good services and good products in this country. 
And I think competition as an idea is not simply for the business 
sector, but for the government sector to adhere to. 

The questions I asked as mayor of Charlotte were these, essen- 
tially in broad terms: Why do we do this? Why are we providing 
these services? And why do we do this this way? Is there a better 
way to do what we are doing? And must we be doing the things 
that are simply on our books and part of our list of services that 
we have provided for many, many, many years? Do the citizens 
really want these things done for them now, even if they did at one 
time ask of their leaders that we do them? 

I asked this question: What are our highest priorities and what 
are our least priorities? And how can we, as good stewards, do 
those things btst and well that are our highest priorities and find 
ways to stop doing those things that no longer are a priority to the 
citizens that pay the taxes for those services? And finally and ulti- 
mately: How can we provide the best service at the least cost for 
our citizens? 

When I was mayor and elected mayor 4 years ago I followed into 
the footsteps of Sue Myrick, who was an excellent mayor of this 
community. I appointed four different task forces to look at our 
government with a view toward dealing with my biases and my 
questions. The first group that we appointed was an organizational 
task force headed by a man who is president of Nucor Steel Co. I 
do not know what you know about steel, but the steel business has 
not been very successful over the last 25 years with one exception. 
The steel company has never ceased to make a profit in every year 
of its operation, and one of the best steel companies, one of the best 
corporations in America is Nucor Steel. 

They have an office — their home office here in Charlotte. If you 
walk in they have three people there: the chairman of the board, 
the president, and a receptionist. That is their office. They are the 
flattest organization I think in the world, or at least one of those. 
And one of the reasons they are so successful is the fact that they 
are in fact concerned about the structure in which they do busi- 
ness. And I asked that committee to look at the structure of gov- 
ernment: How flat are we? How wide are we? Are we set up to be 
a competitive business in a new era of politics? 

The second committee I appointed was a compensation and bene- 
fits committee to look at the way we pay our labor force to do what 
they do. I do not believe that tenure and paying people for how 
long they have been part of an organization is a ve^ businesslike 
way of asking people to do what they do for our citizens. I believe 
that performance pays, and rewarding people who perform best is 
a better system. And we brought in a compensation and benefits 
task force to look at how we paid and how we compensated our peo- 
ple. 

Third, we brought in a group of people to look at and evaluate 
the 41 or 42 services rendered by this city, and evaluate them and 
actually ask our citizens and our leaders which ones are important, 
which ones are not, and bemn to make an effort to stop doing the 
things on the low end, and use those resources to do better the 
things on the top end. 
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And finally, and maybe the one that was given the most public- 
ity, is a privatization task force to look at how we could bring com- 
petition into city hall. 

And we have had these results. We have in fact gone to a per- 
formance pay system in our city. It has not been popular with ev- 
eryone but it — and it is not yet perfected, but it is a performance 
pay system. And I had the pleasure about 3 weeks ago of handing 
out bonuses to those best performers in our city government. In 
many cases the best people are the ones who are happiest with the 
new system. 

We also have reduced our structure from some 26 departments 
of city hall to 13, 9 of which perform key services, the most impor- 
tant services we provide, and 4 of which are the support services. 
We have, I might add, reduced our workforce by some 700 people 
in the last 4 years, and at the same time increased our police force 
by some 261 people in the last 2 years. We have put $10 million 
more into public safety the last year without raising taxes for the 
8th or 9th straight year. We, I think, are the only city in this State, 
maybe the only city in America of any size that has not raised 
property taxes in about 8 years, and has committed to not do so 
for a full decade. 

And we have I think what might be called rampant competition, 
or at least a feeling that this is a wave that has reached our city 
and ought to reach this country. And I noticed this morning one of 
the local newspapers had a full column on “Privatization Is A Holy 
Grail and Sometimes It Even Works,” talking about the things that 
we are doing in this city to bring privatization to every element of 
city government. It is tne watchword of our current campaign for 
mayor and city council as I go out of office and watch, and it is 
something that we really do believe in in this community. 

I think we are regarded by the Reason Foundation as one of the 
three most privatized or at least the most committed to privatiza- 
tion cities in America, the other two being Phoenix and Indianap- 
olis. And it is working here and it will work even better in the fu- 
ture, I am confident. 

Let me brag for a minute as I conclude my remarks. We believe 
in cooperation. We are pushing hard to relate to our surrounding 
regional cities and counties to cooperate in figuring out how we can 
best deal with waste treatment. John, I was in York County just 
about 8 months ago talking to 300 people about us trying to create 
a waste treatment plant in York County to serve three or four 
coimties who are depending on the same systems of water to treat 
their waste, and why it would not be better to put that facility, 
that serves these three or four counties, in York County because 
God actually sent the rivers that way, instead of putting it at the 
top of the river in Mecklenburg or Cabarrus or Gaston Counties. 

Mr. Spratt. Everybody upstream is in favor of it; everybody 
downstream — [laughter.] 

Mr. ViNROOT. Yes, sir. They did not want it to come that way, 
and I said I think God will — decided to send it that way; we must 
figure out a way to deal with it. 

Mrs. Myrick. That has been going on forever. [Laughter.] 

Mr. ViNROOT. We also believe in consolidation, and we are work- 
ing closely with our county organization to consolidate approxi- 
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mately — virtually everything we do so that we do not have two gov- 
ernments providing the same services in the same building on the 
same day at the same time. And we are even talking about and I 
hope we will seriously consider and in fact consolidate city and 
county governments, themselves, in a referendum scheduled for 
November of next year. And we believe in partnerships with our 
private sector, about which you will hear more about in a minute. 

Let me brag just for a minute, as I stop. This city last year had 
14,000 new jobs in the city limits of Charlotte, more than any city 
of America. We were called by the U.S. Conference of Mayors in 
Jime of this year America’s Most Livable City — Most Livable Large 
City. And we were called by “Fortune Magazine” last year as the 
most pro-business city in America. And we were called by a man 
named David Rusk, who is writing about the health of cities, by a 
series of analyses, America’s Healthiest City. 

I believe that those — if they are true or not I cannot tell you. 
Other people say that about us. But I will tell you this; There are 
things going on here that are right. There are things going on here 
that are right for America and right for our Federal Government. 
And they have to do with the same basic values that I alluded to 
earlier. 

Competition. We want our workforces to compete for the right to 
pick up our garbage. We want our workforces to compete for the 
right to pave our streets, build our sewer systems, and provide 
services. Why? Because we are providing a service for our cus- 
tomers who really do not care who does it for them, they want to 
be sure it gets done and gets done well. And they want to be sure 
it gets done at the most efficient price possible. You cannot do that 
if you do not ask the questions of yourself: Are we competitive? Are 
we providing the best service at the most competitive price? And 
you will never know that unless you put it up for bid. 

Wendell I think will talk more about this, but I believe he has 
estimated that now something like 46 percent of what we do in the 
city, outside of law enforcement which is almost exclusively a pub- 
lic service, is done through private competition — competition with 
the private sector. I think that you can learn a lot from cities like 
Charlotte. I do not suggest that everybody has the same mix. I 
know that there are cities that have serious problems that my solu- 
tions may not apply to, but I think we are on the right track and 
I hope that you learn a lot from the good folks you will hear from 
in just a few minutes. 

Wendell White is our city manager. He has done an excellent job. 
Bill James, who you will hear from, is the man that I appointed 
to head our Privatization Oversight Committee, and both of them 
know a great deal about the detans of some of the broader concepts 
I discussed. Thank you very much for listening to me. Thank you 
for coming to Charlotte. 

Mr. Clinger. Thank you very much. Mayor. And as you said, you 
are clearly doing something very right in the city of Charlotte and 
it is a remarkable record. I think we will defer questions until we 
have heard from City Manager White. 

Mr. l^ite. 

Mr. White. Mr. Chairman, I am very pleased to visit with you 
this morning. In thinking about coming into this meeting — basi- 
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cally we have been working about 5 years trying to do what the 
mayor has summarized for you and it seemed an impossible task 
to talk about 5 years of my life and that of this organization and 
do it in 5 minutes. So first of all, let me agree with everything the 
mayor said. [Laughter.] 

Mr. ViNROOT. I will be leaving office in about 3 weeks. You can 
stop agreeing with me. [Laughter.] 

Mr. White. And second, in terms of the advice, I want to say 
that first — ^you suggested it — I think what the mayor said is appro- 
priate, and that is that the Federal Government should take a very 
serious look at the activities you are involved in, keep in mind the 
top priorities, and then get out of a number of activities and turn 
a lot of that loose so that people in the States and the communities 
can deal with them and prioritize based upon the local needs. And 
then you get real diflFerences across the country. If you want it all 
homogenized you should not do what I am saying. But if you want 
to see innovation, give us in the communities a shot at it. And that 
would be the one point. 

The other point is — and I do not know how in the world you do 
this in such a system like the Federal Government is — but it takes 
persistence and determination every day to change. And I do not 
know how you do that. It is difficult enough from where I sit. But 
that would be my recommendation. 

I will just say a few words and hopefully we can have a few ques- 
tions we can answer. Charlotte is a success story. And I am serving 
at the pleasure of the mayor and the council, and observed by the 
community almost on a constant basis. We could not do anything 
that we do in Charlotte, if we did not work in harmony with the 
mayor emd council and understand their priorities and move solidly 
in the direction in which they suggest. Nor could we in Charlotte 
make an impression on the problems without the help and coopera- 
tion of neighborhood groups, and particularly our business commu- 
nity. And we do have a partnership there. And each time the 
m^or asks for help from any business person, we get it. 

So all of our success really is tied to that; a wnlingness for the 
bureaucracy, headed by a professional manager, to pay attention to 
the political and elected leadership of the community. That is a 
key. And then also to work in harmony in the community and to 
translate in an effective way the problems that we are working on, 
and seek the solutions then from the entire community. 

One of the most interesting things I have had happen, happened 
a few days ago when one of our police units, in cooperation with 
the Federal Government as well, conducted a raid in a neighbor- 
hood that is not a bad neighborhood but a fragile neighborhood 
right now. And in that morning when they went in to pull the drug 
dealers out of that community, also accompanying our police offi- 
cers were people from our neighborhood services and people from 
the county. Social Services Department, and Recreation and Parks 
Department, and indeed our sanitation workers going in and clean- 
ing up the neighborhood physically. 

And I believe, sir, and ladies and gentlemen, that our future will 
be more secure if we work from a neighborhood up, rather from the 
top down, just like it is being done in business all across the coun- 



768 


try and indeed the world. And so that is our bias, and I believe in 
it. 

We have had 9 consecutive years without a property tax increase, 
and that is our primary source of revenue. Tliat is difficult when 
you have a growing city, but we have done that. We have added 
approximately 260 police officers in the past 2 or 3 years because 
that is the top priority in this city, of public safety. And at the 
same time we have reduced some 600 plus positions in the rest of 
the organization to accommodate that change. That is what right- 
sizing is all about; moving toward the primary areas. And as the 
mayor said, we are doing it through a combination of ways. And 
part of that is getting the workforce involved completely in finding 
ways to make these changes, and we have done that. 

We have a tradition of long-range planning, financial planning, 
including 2-year budgets, a 5-year capital plan, and it is all based 
on a 10-year needs assessment. We have focused the role of govern- 
ment and invited partnerships where possible. In 1992, we asked 
the question: If we were to design the city government anew, what 
would it look like? And that is what the mayor is referring to. 
When we moved from 26 departments, independent, doing it on 
their own, to 9 key businesses with an integrated approach and a 
small enough group that the manager can coordinate that and 
make sure that we were working together. 

The focus of customer relations is extremely important. If we are 
going to make it we have to convince the community, its citizens, 
and those inside the organization that we are going to be customer 
friendly, and we are putting a lot of effort there. 

We know that the workforce has to train and has to continue to 
learn and grow or it will not do a good job. And so we use a lot 
of training these days, and we are moving toward technical advan- 
tages, computers and good equipment to do our job. Those are good 
investments. 

Finally, I will touch on what the mayor said. I like the idea of 
checking out how the private sector is doing things. I do not have 
a hesitancy at all at thinking that we can learn from them and do 
it as well as they can. 

One final illustration and I will close. It is a small matter. We 
benchmarked on the way we trim trees. We looked to see how the 
private sector was doing it based on the way we were doing it. Our 
crews went up in the trees, you know, and the private sector group 
goes up in the trees, right? Well, we thought we can beat them. So 
we quietly put our little bid on the table but we did not say any- 
thing about it. We did not win, and so we wanted to find out why. 

What we found out was — and it is very understandable — when 
our crews go up in the trees they are not coming out of that tree 
till they get every piece of dead wood out of it. So the standard was 
perfection. Why would that be? Because the lady who is near that 
tree is going to call the mayor and say send them back out here. 
They have not done the job. So our standard was very, very high, 
but not necessarily good for the whole community. So that is the 
way you learn. I thought I would end on that kind of funny note, 
and be happy to try to answer your questions if I could. 

[The prepared statement of Mr. White follows:] 
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U. S. House of Representatives 
Committee on Government Reform and Oversight 

O. Wendell White, City Manager 
City of Charlotte, North Carolina 

October 20, 1995 


I. CHARLOTTE SUCCESS STORY 

A. Nine corxsecutive years without an increase in the City's property tax rate 
(the City's primary revenue source for general operations). 

B. Addihon of approximately 260 police officers in the past three years to 
implement our Community Safety Plan (a comprehensive plan to address 
one of our community's priority area). 

C. Reduction of approximately 680 positions in the same time period in non- 
public safety service areas. 

D. Continuation of successful public-private partnerships including the new 
Carolinas Stadium (for the NFL Carolina Panthers), a transit center built and 
financed by NationsBank, a community center by First Union, and so on. 

E. Continuation of City-County consolidations and regional partnerships to 
provide services efficiently and address community-wide service issues. In 
the past three years we have consolidated Parks and Recreation services with 
Mecklenburg County government and Police services under Charlotte City 
government. 

F. Efforts to focus on solving problems at the neighborhood level including 
our commurxity policing efforts and reorganizing our services around the 
needs of neighborhoods. Our "City-within-a-City" efforts are an example of 
this focus. 


II. HOW HAVE WE DONE IT? 

A. We Have a Long-term Approach to Planning and Change 

1. We have a tradition of long-range financial planning, including: 

* a two-year operating budget plan 

* a five-year capital improvement plan (for infrastructure) 

* a ten-year capital needs assessment 
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2. We recognize that there are no quick fixes or instant solutions. 

3. We began our process to change our organization over four years 
ago. 

4. We recognize that to change organizations and to sustain change 
requires changing the systems within the organization. For example, 
we have changed our human resource systems (classification, 
compensation and benefits), and some of our procurement and 
financial systems. We are in the process of implementing activity- 
based-costing and management. 


B. We Have Focused on the Role of Government and Invite Partnerships 
Whenever Possible 

1. In 1992, we asked ourselves the question: "If we were to design City 
Government anew today, what would it look like?" 

2. In 1993, we reorganized Charlotte City government around nine key 
businesses. 

3. We continue to look to others (our partnerships) to help us address 
community needs. It's an acknowledgement that improving our 
community and solving public problems is not a job which 
government can and should do alone. Partnerships come in all shapes 
and sizes: 

* It's partnering with the private sector 

* It's joint purchasing agreements with other jurisdictions 

* It's consolidating services with other jurisdictions 

* It's working with churches, neighborhood associations, and not 
for profit agencies 


C. We Focus on the CitizenI Customer and the Results We are Expected to 
Deliver 

1. Our measurement systems focus on outcomes or the results we are 
striving to achieve. 

2. Serving the customer is lecognized as a key to our success. 


D. We Acknowledge and Understand that to be Successful Requires the 
Involvement and Commitment of Our Workforce 
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£. We Pursue a Variety of Strategies to Ensure "Best Service at Lowest 
Possible Cost" 

1. Privatization (or outsourcing) is used when it is recognize^ that the 
private sector can deliver the service at a lower cost, or when the 
service is not a core function of the City. 

2. Competition (between the private sector and City employees) is used 
to determine the service provider when the service is available in the 
marketplace. 

3. Technology is readily used and deployed to improve operations and 
customer service and to reduce the need for on-going labor costs. 

4. Incenhves are used to promote annual cost savings. 
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Mr. Clinger. Thank you very much, Mr. White and both of you 
gentlemen. We appreciate your testimony. I ask Mrs. Myrick if 
she 

Mrs. Myrick. I think that one of the key points you made was 
the city departments bidding on the services. And that was really 
crucial in now you went about this whole thing. I would like you 
to elaborate on two things. One, how you worked with the employ- 
ees to get them to accept this change and be a very aggressive part 
of the change, because that is really important with what we are 
doing in the Federal Government. How internally do you make this 
happen with the people who are there? 

And then the second thing I would like you to elaborate on is the 
total concept of community in cleaning up the neighborhoods, how 
we bring everybody together to bring up a neighborhood. It is not 
just the police going in and — if you would not mind doing that. 

Mr. White. OK The — first of all, when I said that it is important 
that whoever is in charge — and in this case you have political lead- 
ership from the mayor and council, and then you have the city 
manager. And it is extremely important that the workforce under- 
stand that this is what we are going to do. That we are going to 
change the way we do things. And so we have tried to be very con- 
sistent in that message. 

The second thing I would say is as you start, Mrs. Myrick, to ask 
employees, “How would you do it if you were in charge?” you get 
some pretty good answers. And they want to feel that they can do 
it as well as the next guy. We are also getting very comfortable 
with simply outsourcing. When we discover that there is a better 
way — for example, today we are getting our fuel out in the commer- 
cial community. Think about it. In a city with all the traffic that 
we have and very large in boundaries, why should we send our po- 
lice and our garbage trucks to three or four different locations to 
get fuel when I can get it out there, get the pricing system and the 
records done to perfection, why should we do that. And so now we 
have mini-stations that we can go to, so we are outsourcing. That 
is the way I would answer it. 

Mr. ViNROOT. Let me add a point or two. I have had people come 
to me and say, “Gosh, you are going to take my job and you are 
going to contract it out.” 

And I said, “Oh, no, we are going to put you in competition with 
somebody outside the city, and why should you lose? You have been 
doing it 10, 15, 20 years. You know how to do it. Two, we do not 
pay taxes. You are a non-taxable entity. Your competition does. We 
do not have to pay dividends to shareholders to make a profit. You 
have that advantage. If you lose, you are losing because you are 
not doing it as well as somebody else who has got some disadvan- 
tages you do not have. Why do you not go beat them, and if you 
cannot, then you deserve to lose.” Well, having had — people are 
much more common-sensical I think than we give them credit for 
being. That is the way in which we are doing it. 

The second thing, as Wendell alluded to, is we do ask them; you 
would be surprised how many city employees do know the bietter 
way to do things but are being hamstrung by some superiors who 
want to do it the way they want to do it. An awful lot of people 
that I have talked to in the city hall post-competition, even after 
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losing the bids and even as they find ways to — ^and we have moved 
a lot of folks. We have essentially banked all of our terminated or 
people who leave employment as they reach certain retirement lev- 
els, we have banked all those positions. We have also given oppor- 
tunities to retrain a lot of people who have been displaced through 
competition, to move into our higher priority areas. That makes it 
a lot less painful. But we have not — I want to say this, and Bill 
will say it earlier — ^later. We have not required our competitors ei- 
ther to hire our workforce, nor have we required our competitors 
on the outside to have the same benefit levels that we have and 
things that one might do. That does not work in my law firm. I do 
not have to — I am not able to tell my competition how many para- 
legals to hire and what rates to charge, and we are not going to 
do that to the private sector that we compete with, either. 

The second question was: How do we get the community involved 
in things like cleanup. We have developed something that we call 
our City Within a City concept. Truth is if you look at Charlotte 
statistically it is a glowing success story. Very low unemployment 
on almost every — I will not go into my chamber of commerce 
speech, but take my word for it, it is in fact a veiy healthy city. 
But if you isolate what we call our City Within a City it has the 
same statistical problems of Philadelphia, Baltimore, Detroit, 
Cleveland, you name the city; in terms of unemployment, crime, 
kids dropping out of school and the like. 

We have made a conscious effort to try to find ways to bring the 
private sector, the city, every element of our community that is suc- 
cessful into those communities to find ways to give them job oppor- 
tunities. We have tried to find ways to take our police forces and 
all of our other forces that serve in those communities and make 
them holistic — I think is the — is the word now — community people 
and to have commxmity concerns. 

So I get calls from police officers about streets that are not clean. 
That never happened before. Police officers would call about crimes 
and things we were not doing to deal with crimes. We now have 
our city and county social services working closely with police offi- 
cers, working closely with public housing officials. We have put all 
the folks together who deal with that City Within a City and made 
them cooperate and bemn to think about each other’s responsibil- 
ities and not simply their own specific responsibility, and it is 
working. 

I took a Federal judge who was visiting here a couple of months 
ago from eastern North Carolina, he wanted — he called me 1 day, 
he said, “I want to see the worst part of your community.” And I 
took him, in terms of its social problems, “because I am down here 
holding court and I am seeing a lot of the folks that come into this 
courthouse from that part of the community as well as others be- 
cause I want to see how bad it is.” I took him into what one might 
have called the most low income and the most difficult part of our 
community. And his reaction was, “My gosh, what a nice, clean 
inner city. This is redeemable. This is a place where there can be 
hope for solutions.” I must say I have been to some other cities in 
this country where I really would not have that kind of confidence. 
But we have worked hard to try to clean up the environment. 
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knowing that is the first step in giving the people who live there 
a chance to succeed. 

Mr. Clinger. Thank you. The gentleman from South Carolina, 
Mr. Spratt. 

Mr. Spratt. Thank j^ou very much for the excellent testimony. I 
think in your self-effacing way, both of you, you failed to acknowl- 
edge one thing that accounts for much of your success here, and 
that is that Charlotte-Mecklenburg have a longstanding tradition 
of attracting extremely able people to local government, and those 
leaders, in turn, have a longstanding tradition of hiring extremely 
capable people for administrative management of local government. 
TTiat is part of the solution. 

In addition, I think you have had a very healthy tradition of 
leading members of your private sector taking part in public affairs 
in this county, regarding it as their duty, as part of their respon- 
sibility. And yet you have not become elitists. This is very much 
still a participatory governmental situation and that is something 
that you can ne proud of And I think it is probably the crowning 
reason that all this works so well and that you keep on trying to 
perfect what you are doing. And I accept everything you have said 
about your city because I am pleased to live in this metropolitan 
area. 

But we do have a problem here. A lot of people say to me, “I 
would like to come to Washington, but there is so much crime up 
there.” And I tell them you should look at the statistics. Charlotte 
and Atlanta are not far behind Washington, DC, when it comes to 
violent crimes per capita. 

We enacted a program a couple of years ago called the Commu- 
nity Policing Program in which we took the gains from downsizing 
the Federal Government by 272,900 Civil Service billets, put those 
gains, as they accrued, in a trust account, and we made them avail- 
able through this community servicing police program, Cops on the 
Beat, to local communities. I am curious as to whether or not Char- 
lotte-Mecklenburg has participated in that program; and if so, if 
you have seen worthwhile results from it. 

Mr. ViNROOT. Yes. 

Mr. White. Yes, we have. And it was a welcome shot in the arm 
considering the resources that we had and how much more we 
needed. And of course it fit exactly where the mayor and council’s 
priorities were. And in terms of community-based policing, I would 
like you to know, sir, that I think the way we are doing it is being 
recognized around the country as the way to do it. We have, in sup- 
port of our program, a thorough 5-year community safety plan that 
again is integrated and well thought out and not just a police offi- 
cer’s plan, to give us a way of first having our specific objectives 
known, and then we will be evaluating and seeing how we are 
doing on that. We took that plan to the city manager’s conference 
last year, about 200 copies, and they were snatched up rather 
quickly because people have not taken the time to do that. But yes, 
indeed, what you have done there has been very helpful to us. 

Mr. ViNROOT. I agree with that. I would add one, at least, quali- 
fication. I do not think that the idea on Congress’ part of essen- 
tially divvying out pro rata cops to cities based on population or 
crime or whatever is the way to do it, finally, however. There are — 
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we had already committed in this city to hire, as we have already 
talked about, I think 261 more police over the last 2 years because 
of our commitment to that. And I think we got 28 cops out of the 
program that you referred to. Truth is, we would have enjoyed I 
think even more total flexibility to have taken whatever resources 
you wish to make available to us; buy computers, buy this, buy 
that. And that freedom I think would have been — although I am 
not complaining, I simply want to tell you that from my perspective 
we, having already committed to hire a large number of police offi- 
cers, adding 28 more was probably not the best use on our part of 
those resources. We probably could have found a better long-term 
use for those resources. That is not in the way of a — I am not com- 
plainii^ or I am not telling you we are not thankful. 

Mr. Spratt. I understand what you are saying. 

Mr. ViNROOT. I am simply saying if you want to do even better, 
next time give us total flexibility, you know. 

Mr. Spratt. Thank you very much. 

Mr. Clinger. I am prepared to recognize any other members who 
have questions. Mister 

Mr. Mica. Thank you, Mr. Chairman. Overseeing the Federal 
workforce from the House side is quite a challenge. I have only had 
that responsibility for the past, say, 10 months. And one of the 
things that amazes me is nobody in the Federal Government 
workforce ever gets fired. And you said you managed to do away 
with 200 positions. Were they RIFs, were they layoffs, were — ^how 
did you handle that? And how do you deal with core performers, 
and do you have any model that we can use or adopt? We have a 
serious problem we are looking at in trying to find some way to 
deal with poor performance. I heard your reward system, but I 
need to know the other 

Mr. ViNROOT. Well, let me — I am going to let Wendell answer 
that question. First of all, the number is more like 700. I think 680, 
681 over the last SVz years. And I want to tell you, it does not come 
easy. I got reelected 2 years ago and I can tell you there were little 
things in the elevator, little signs up saying, “Do not reelect this 
guy. Through his competition zeal and other things he is trying to 
get your job.” So it was not a popular idea with everyone. 

Mr. Mica. Mr. Davis, you might want to listen to this. 

Mr. ViNROOT. It was not a popular idea with everyone, but I 
want to tell you that I was reelected by about 70 percent of the 
vote and I am satisfied an awful lot of those people who supported 
me work for this city, who are mighty good performers, and who 
recognize that the ideas that I was brinring to the table were not 
alien to their own way of thinking at all. Now I am going to let 
Wendell tell you how he had to deal with the tougher Job of being 
the manager of the workforce, working for this mayor who had 
these crazy ideas. 

Mr. White. Thank you. Mayor. 

The first thing we did, we asked the mayor and council for 18 — 
we asked for 2 years. They gave us 18 months to get our act to- 
gether. And during that period of time we froze all hirings and we 
set about trying to anticipate where our governing board would 
wemt to be and now we would assign personnel. That is the right- 
sizing aspect to cover that. 
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Well, you cannot transfer folks from my office into the police 
service so you still have a problem. But over a period of time we 
were able to match vacancies with those folks who were interested 
in continuing to work. And so the first couple of years we got over 
200 — I think it was something like 260. But now, over a longer pe- 
riod of time, as the mayor said, we are over 600. And we have done 
just about all of that without a layoff. 

Now, what I have said to our managers is be very honest when 
you evaluate employees, because if you continue to move folks 
around and are not real careful with your evaluations and honest, 
then your workforce will deteriorate in terms of ability to perform 
the task. 

And you heard me talk about training and all that. And we are 
doing all right. In other words, I think the employees that I have 
to worry about are the ones that just cannot get along with the 
idea of change. If they are willing to think in terms of “I can do — 

I can learn something new, 1 can — I can change,” I believe we can 
succeed with them. 

And in this room I would meet once a month with our key man- 
agers and I would have an open question time in which employ- 
ees — we had about maybe 200 in here — could give me questions 
without signing their name on it. Some of it, as you might imagine, 
were just about as rough as the mayor saw in the elevator, you 
know. But over a period of time, in sharing with them what we 
were trying to do and communicating as well as we possibly could, 

I think we have a stronger organization today than we did before. 

I am not going to sit here and tell you that this is fun. It is really, 
really painful. But it can be done and it just has to be done. 

Mr. ViNROOT. Let me give you a 

Mr. Mica. I still want to know more of how you deal with the 
poor performers, the ones that should be fired, and how you get rid 
of them. And one of the problems we have in the Federal Govern- 
ment is an endless appeal process. It goes on and on so no one even 
attempts it anymore. 

Mr. White. Well, we have not adopted everything that you have 
from Washington, but it is painful for our managers, as well. But 
you — if you have a situation like that you have to sit down, and 
in our case we tell the employee how they are doing. And we say 
if it continues this way it is not going to work out. 

I find also that employees, just by natural selection, will say, “I 
am out of here.” We also did some early retirements. We have done 
every — and by the way, the mayor and council have been very sup- 
portive in allowing us to use our imaginations and to follow good 
private sector approaches to those questions. I know I can only 
imagine what it is like for what you are dealing with. 

Mr. ViNROOT. Let me add a context, though. Duke Power Co. is 
I think one of the one or two most efficient power companies in 
America. 1 know that. A cab driver out in Oregon told me that 
when I got out of the cab. [Laughter.] 

And he said you are from — I said, “I am from Charlotte.” 

He said, “Oh, that is where Duke Power Co. provides the most 
efficient power in the country.” Duke Power Co. last week laid off 
2,000 people as I recall, and it was a very difficult decision, I know, 
for Bill Grigg and others there. But that is 
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Mrs. Myrick. That is not the first time, either. 

Mr. ViNROOT. That is a very good power company in a commu- 
nity that has a lot of other job options for people who work for the 
power company. We are a city providing a service to our taxpayers 
in a very good community with a lot of other options. I have al- 
ready said that I came in with a bias that we are a service pro- 
vider, not a job provider. With all due respect, that is why we 
formed our government, not to create the last resort job oppor- 
tunity in this community. 

And I would say the same thing is true for the Federal Govern- 
ment. We as taxpayers asked you to perform certain services; we 
did not ask you to remain moribund and continue to employ any- 
body who has ever worked for the Federal Government. 

I do not think Bill Gri^fg has any easier answer to that question 
than do I. He is simply in business to provide a power service as 
efficiently as possible, and that often means making some very 
tough decisions. 

Mr. Clinger. The gentleman’s time has 

Mr. White. May I have just one more moment on that, sir. You 
either have a negative philosophy or a positive philosophy toward 
people. My philosophy is and has to be, when working witn a force 
of 5,000, you have to develop trust and you have to believe that 
people, if given the opportunity, want to do well, especially after 
getting past 20 or 25 years old. So if you indeed instill in the orga- 
nization, “Here is what we are trying to do, here are our priorities 
as set by the council,” and then our work plans from the key busi- 
ness leaders of our nine key businesses down through the organiza- 
tion, everybody has to identify with the mission of Die organization 
as set, in final analysis, by the council. And if you do that, you can 
turn it around. But yours is so massive I would not know how to 
tell you to do that. But — so I — I suppose the key is to — ^again, what 
is our mission, what are we going to do, and what areas are we 
going to get out of, rather than the other way around. 

Mr. Clinger. The gentleman’s time has expired. 

Mr. Bass. 

Mr. Bass. Thank you very much, Mr. Chairman. 

Mayor Vinroot, it seems that the mayor’s seat is a springboard 
for higher office. And I heard in your introduction that you were 
potentially or a declared candidate for Governor of North Carolina. 
And perhaps the model of State government is a little closer to that 
of the Federal Government, with the lemslature and its committees 
and a civil service system, I assume. I would not be surprised if 
there were budget problems on a Statewide basis. 

My question to you, Mr. Mayor, is what models can you bring 
from Charlotte, from your experience as mayor of Charlotte, to the 
State of North Carolina that would be applicable to us as Federal 
policymakers in dealing with the issues that we face in the Federal 
Government, which I suspect parallel somewhat those issues that 
are being faced by North Carolina? 

Mr. Vinroot. Well, first of all, I reject the idea that somehow 
what we are doing here is just an exceptional situation that cannot 
be translated into Statewide and Federal action. I just reject that. 
I do not think that we ought to look at what is going on here as 
some aberration. This ought to be the norm. And I fully intend. 
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when I am successful, to ask the same questions of our State gov- 
ernment: Why do we do this? Is it really a priority? And why do 
we do it this way? And I fully intend to turn our State government 
upside down in asking those questions, and I fully expect to get the 
same kind of reaction from people there that I got from some of the 
folks here who perhaps will be glad I am gone from this position. 

But I think that is what our citizens and our taxpayers expect. 
And I do not think we are — I am a Republican. I want to apologize 
to you who are not. But I do not think we are in some sort of par- 
tisan trend. I think this is a bipartisan trend in which we expect 
more of the IBMs of the world. That is why it has such great com- 
petitors now and is no longer the dominant force in its industry. 
And we expect more of the cities of Charlotte and the States of 
North and South Carolina and others. 

And we are not going to sit back as taxpayers and tolerate sim- 
ply grow it and let it do whatever it wants to do. And I think if 
I am not there to do it, somebody else will be there to do it and 
ask the same question. That is my sort of general answer to your 
rather pointed question. I think this is going to happen and it is 
going to keep happening, no matter who the majority is in Con- 
gress, really. 

Mr. Bass. Thank you, Mr. Chairman. 

Mr. Clinger. Thank you very much. Before I call on Mr. Davis, 

I would remind you again that he is the chairman of the DC Sub- 
committee, and Congress has a unique relationship with the Dis- 
trict of Columbia, the city of Washington, which has been both an 
exciting challenge and a frustrating challenge. 

They tell the story, and we are talking about downsizing here 
and so forth, but Mayor Barry was out surveying the situation and 
came across a work crew. And one fellow was diggng a hole in the 
ground, piling up the dirt, and then as soon as he got done with 
that the other fellow would put the dirt back into the hole. And the 
mayor inquired as to why they were doing this. And the fellow ex- 
plained, he said, “Well, you know. Mayor, we have downsized and 
the fellow that used to plant the trees was RIF’d.” [Laughter.] 

So we can relate to some of the problems. 

Mr. Davis. 

Mr. Davis. Mr. Clinger, I make no comment on that as I have 
to maintain good relations on all sides. And before I was elected 
to Congress, I was the chairman of the county board — similar to 
the mayor’s role in Charlotte — in Fairfax County, which is right 
across the river. 

I had a couple of questions. First of all, I think that both your 
presentations were excellent in terms of innovation and partner- 
ships and ^ing decisive and setting priorities. That is what local 
government and the Federal Government ought to be all about. We 
try to set priorities for everybody and be all things, and you cannot 
do that given limited resources. And I think you have really set a 
standard here in Charlotte over the years and maintained that, 
and I congratulate you on that. 

On the employment issues, is there collective bargaining for pub- 
lic employees in North Carolina? 

Mr. ViNROOT. Public employees cannot be members of a union. 

Mr. Davis. OK. 
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Mr. ViNROOT. We have had to deal with that 

Mr. Davis. Well, they can join but they are not — they can join 
a union, but the union is not given the 

Mr. ViNROOT. I beg your pardon. We cannot negotiate with them 
as a 

Mr. Davis. Right. 

Mr. ViNROOT. And there in fact are equivalent to public employee 
unions in this city. And when we have had to deal with them, for 
example, in our public transportation system, we simply — in years 
before I got here — what is the right word? We have sold the public 
transportation system and now it is operated privately. 

Mr. Davis. Well, we had the — we are a right-to-work State and 
also have no collective — that makes a huge difference when I talk 
to some of my colleagues from other areas of the country that end 
up being strapped in their ability to downsize, to make the kind of 
innovations that Mr. Mica talked about. But I think they are good 
laws and I congratulate you on maintaining those. 

I was interested in your — in the public-private partnerships 
which I think are so successful to making any community run. And 
the partnership that Charlotte has built with its business commu- 
nity, I think that is — that has really been a role model for the rest 
of the country. I am particularly intrigued by your ability to attract 
professional sports teams, get the franchises here, and build the 
stadiums. Could you amplify on some of that that went through? 
And I will tell you I have a hidden agenda. We are trying to get 
a major league baseball team in northern Virmnia at this point, 
and are struggling over how to best build a stadium. And in Wash- 
ington, DC, they have just formed a public-private partnership 
with the owner of the Bullets and Caps and they are building a 
new center down there, privately constructed. 

Mr. ViNROOT. Let me do this two ways. I want to pick up on the 
first thing you said. And I want to, particularly with John sitting 
here, say this. We have an unbelievable culture here in our private 
sector. I had a conversation with his brother-in-law, who is the 
chairman of the board of one of the largest banks in America, back 
before the first of the year. We talked about the needs of public 
transit here and how we needed a public transit facility to mve peo- 
ple who had choices not to ride a bus an incentive to ride a bus 
and to get on our transit system, and to give better service to those 
who were dependent on public transit. And he said, “Why do we 
not have a public transit center?” 

I said, “Because we have not got the budget to do it. It is prob- 
ably a $5 to $10 million expense.” Do you know we are building up 
here, two blocks from where you sit, a public transit facility on pri- 
vate — on public land worth about $8 million, a public transit facil- 
ity that is costing about $10 million being paid for by NationsBank 
because of their commitment to helping us improve public trans- 
portation. I doubt there is a mayor in tne country with a corpora- 
tion who has stepped up and said, “We will build your public tran- 
sit facility.” 

Secondf story: We defeated a bond issue about a year ago to im- 
prove and expand our public recreation facilities. I called Ed 
Crutchfield, the chairman of the board of First Union Bank, and 
said, ‘We badly need a public recreation facility in one of our poor 
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communities in the inner city and we do not have the money to do 
it. Would you do it?” They are building it, a private expended pub- 
lic recreation facility. 

We have drug houses in this city. I called on the bar association 
of our city to ask the private bar to help us bring private nuisance 
lawsuits to shut down drug houses. Do you know that 22 law firms 
in our city have volunteered to take on, pro bono, one drug house 
per year at their expense. I think that is about a $2 million com- 
mitment to our city by the private bar of this community. That is 
to sort of expand on the partnership. 

Mr. Davis. That is in addition to providing the jobs in the 

Mr. ViNROOT. Yes. 

Mr. Davis [continuing]. In the tax base. 

Mr. ViNROOT. Yes. Same NationsBank is committed to take 100 
jobs to our largest public housing community this year and make 
them available, first crack, to people from that community, if we, 
the city, will train them for those job opportunities. 

Let me get back to sports. 

Mr. Davis. Well, no, I think that is very good for the members 
to hear. 

Mr. ViNROOT. But you have got to ask. The mayor has got to ask, 
the President has got to ask, the Governor has got to ask. 

Mr. Davis. Well, if you did not have 

Mr. ViNROOT. And you have got to have a people who will re- 
spond. 

Mr. Davis. If you did not have a good business climate and a 
partnership mentality you could not do those things, either. 

Mr. ViNROOT. But let me go back to your sports question. We are 
building a — we are very proud of the new Panther stadium here, 
but we are not paying for it. It is being paid for by the people who 
buy tickets to those games. I am one of them. 

We provided — Governor Martin — ^then Governor Martin and I 
and others, as well as Mayor Sue Myrick, conceived a plan in 
which the State and the county and the city would put the land 
together in the inner city as an invitation to the sports franchisor 
or franchisee, whichever it is, who was looking for cheap land in 
the suburbs, to bring their stadium to the inner city, and they did. 
And we told them right up front we will not pay for your stadium 
but we will provide the land, and they are paying through their 
ticket holders for that stadium. 

We do not have the fear that most cities have that they are going 
to run off and leave their $170 million stadium as a result. And 
it is, I think, enough of our commitment toward what is going to 
be good for our economic development that we have put the infra- 
structure in. And we will get our return, incidentally; we will get 
paid back I think we estimate in about 7 years through the tax re- 
turns for our public investment, and after that it will be a wonder- 
ful stimulus to our economy in many other ways. 

But I think that is the level at which public and community 
ought to stop in their commitment toward pro sports. I mean, that 
is a luxury, it is a frill, it is frivolous. We have more important 
things to do in our city than build pro sports stadiums. 

Mr. Davk. Thank you. 

Mr. Clinger. The gentleman’s time has expired. 
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Mr. Gutknecht. 

Mr. Gutknecht. Yes, just briefly, I want to follow up on the — 
because I was in the State legislature and we had some big fights 
over sports stadiums in the State of Minnesota. And the theory 
that we operated on was, “If we build it, they will come.” And you 
sort of took the attitude, “If they build it, they will stay.” And I 
think that is an interesting difference. 

I really am glad I have come here today because what I have 
heard is that the spirit De Tocqueville wrote about when he talked 
about democracy in America, it is still alive and well in some parts 
of the country and I think that we — ^and particularly — I am the vice 
chairman of the Washington, DC oversight policy committee. And 
we have so many problems to deal with. 

One of the most important comments I just want — I really do not 
have any serious questions, I just wanted to comment. Something 
else that struck me, you said this has to almost become an ethic 
and you have to do it every day. And I think that is critically im- 
portant. We have got a huge task in front of us in terms of 
downsizing, restructuring the Federal Government. And we have 
got to stay after it every day. And I might just say we are making 
serious progress. We will have eliminated something like 300 dif- 
ferent departments and agencies before this appropriation process 
is through. 

But one of the comments I did want to make, and unfortunately 
I would love to hear from the people from Nucor Steel because I 
think that is an interesting example. Do you — can you tell me ap- 
proximately how many levels — ^from the lowest city employee to the 
mayor's office, how many layers are there? 

Mr. White. Yes. May I share an experience with you? I was 
searching the TV once about 2 years ago. And on CSPAN heard 
Mike Walsh, who was the CEO of Union Pacific, advising the com- 
mittee of Congress about how to do it. And he started talking about 
when he took over the position with that railroad it was every bit 
as bureaucratic as any governmental unit that you and I would 
know about. And he said that — at least I gathered from his com- 
ments that he arbitrarily decided there should be no more than five 
layers. 

And of course at that particular moment I was going through 
this exercise. And I felt pretty lonely, as a matter of fact. I knew 
what the mayor wanted and I knew that he had support for that, 
but inside our organization I was feeling kind of lonely. So one of 
the reasons I said “persistence” is because of what I learned from 
listening to him. 

I said the same thing, now. I said: Well, if he can do it I can do 
it. And so I said we will have no more than five layers. And we 
were able to get even the police department to do that. And that 
was in our larger departments. In our smaller departments there 
is one or two, in our smaller units. And we just arbitrarily said 
that is what we are going to do. And we gave each one the oppor- 
tunity to work out their own problems as to how they were going 
to make that happen. I had to do it in my office; otherwise no one 
was going to pay attention to me. 
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So the assistant managers in my office — and there were three 
and a deputy — they had a cluster of departments that they worked 
with before. And we eliminated that. 

This Community Safety Plan, though, was led by my office so 
that it was an integrated thing. So they had a different function. 
They are now looking at the long-term implications of what we are 
doing and leading the organization in that conversation. But your 
chief of police is running your police department and it is fully del- 
egated. Everjdhing almost that the mayor and council has given 
me as authorities I have passed on to those key businesses, and we 
are pushing it down. 

Now, that was not easy to do because people did not — you know, 
it was just a shocking change. But we did it, and we are not fin- 
ished with it. Then you have to go back and say, well, why do you 
have five? That was — ^you know, there was not anything CTeat 
about that number, really. So we — ^you know, you just have to keep 
working at it. I hope I answered your question. 

Mr. Gutknecht. No, I think you did. And I think this is a criti- 
cal point, Mr. Chairman. As we go forward and talk about restruc- 
turing the Federal Government as much as we possibly can I think 
this is a critical point. Because I am told there are some depart- 
ments — USDA comes to mind — ^where by some estimates there are 
as many as 100 layers to the USDA. And I think that is throughout 
the Federal Government. And I think we have to set as goals to 
narrowing the difference between the people who actually d6 the 
work. 

And the other important point that Mr. White just made here is 
you gave the departments both the responsibility and the author- 
ity, both. I mean, you pushed it back to them and said, “Here is 
your budget, here is your responsibility, here is our expectations, 
and this is what we want you to do. Now, you figure out how to 
do it the best.” Right? I do not want to put words in your mouth, 
but 

Mr. White. No, no, you are exactly right. 1 run high risk, as you 
can imagine. I am not sure the mayor even knows all this stuff we 
are talking about. I run high risk that one of them will take off in 
the wrong direction, right? Well, I have been doing it now for 2 or 
3 years and they have not taken off in the wrong direction. 

Also, all of us went back to school. We spend 2 days a month, 
one half day, 1 full day with that group — about 15 of us together. 
And so what we talk about at those meetings are not where the 
police chief puts the cruiser, but the big issues facing our organiza- 
tion. It works. 

Mr. ViNROOT. I do not want to — ^this goes off in an off-tangent. 
You are through with us and you want to go to the next people. 
But let me just take this to its logical conclusion. He is right; we 
really ought to be pushing down to the picking up the garbage 
level, delivering the service level as much as we can, and efiminat- 
ing as much as possible between the mayor and the manager and 
those people, and we are getting away with it and I think we are 
going to succeed. 

But the logical conclusion is that — and I know we are opening a 
whole new ballgame. We have a 14,000 person HUD agency, and 
I know a lot of them work in Washington and a lot of them work 
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all over the country. I have been to Washington to say: Why do you 
not consider doing away with that? Why do you not consider block 
granting and taking some risks that the Charlottes and the Atlan- 
tas and the Washingtons and the Detroits can figure out them- 
selves. And they may figure out different solutions to how they use 
less money for that purpose. And we may find that one city can do 
it really well one way and one another; but we will have, even 
among ourselves, competition to provide these services. Why con- 
tinue to feel like you must control, supervise, design the solutions 
in Washington? 

I feel the same way about Raleigh. We have a public education 
system. We have a huge bureaucracy in Raleigh. There are 100 
counties that love their children even more than folks in Washing- 
ton, even more than folks in Raleigh, and we have different ideas 
about how to educate our kids. Why not let them run the risk, with 
less money, with more flexibility, maybe even doing it better, 
maybe failing. We are at the 48th point in the Nation right now. 
We cannot go much further below where we are. If you gave us 
total flexibility we could probably do as well as we are doing now. 
But I know I am opening a new ball of wax for you. Do not mean 
to. 

Mr. Gutknecht. Thank you very much. 

Mr. Clinger. And time has expired. I cannot resist. The gen- 
tleman mentioned the Department of Agriculture as being one of 
the most enormously bloated bureaucracies. And the chairman of 
our Agriculture Committee, Mr. Roberts, tells of an agriculture bu- 
reaucrat who was found on the steps of the Department of Agri- 
culture sobbing uncontrollably and just horribly grief stricken. And 
somebody asked him, “What is the problem? Did somebody in your 
family die?” 

“Oh, no. My farmer died.” 

Mr. ViNROOT. My farmer died. 

Mr. Clinger. Gentleman from Pennsylvania. 

Mr. Fox. I like that, Mr. Chairman. I will have to come to Char- 
lotte more often. I have not heard all your stories. It is one of 
Davis’ constituents. [Laughter.] 

I did want to say, Mr. Chairman, I appreciate so much that 
former mayor and Congresswoman Sue Myrick was astute enough 
to invite us here to follow her lead in trying to make government 
smaller, more responsive, and less intrusive. And so we are hearing 
about the Charlotte model today, and we are thankful of her calling 
this hearing and trying to follow her lead with some of the innova- 
tions in Washington. 

I wanted to ask a couple of Questions, if I could, to follow up on 
what my colleagues have already started, and that is: You say you 
had 14,000 new jobs that have come — been created by the private 
sector. Was government a part in bringing them here, and if so 

Mr. ViNROOT. No. No. No. And a great story about that. I was 
asked by the most — one of the most prominent new additions to our 
community what we would do to make their — ^help them make 
their final decision to pick Charlotte over Atlanta. And I said we 
are going to provide good schools, a safer environment, very low 
t^es, and systems that work. And that is the — those are the incen- 
tives for you to come to Charlotte. But nothing else. And I frankly 
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think a lot of the reasons they came are the reasons they did come 
here; we gave them nothing. A lot of the reasons they came are the 
reasons that I described. 

Mr. Fox. The basics. 

Mr. VmROOT. Yes. 

Mr. Fox. How were you able to get NationsBank to build the 
transportation center? Any tax incentives, any tax credits? 

Mr. ViNROOT. No, not that I am aware of. I do not know enough 
about that to answer that intelligently, but we did not do anything 
for them. Other than ask them. 

Mr. Fox. OK, let me ask you this. It is important, obviously, to 
engage citizens in a debate over the size and scope of functions cov- 
ered. How have you been able to get the citizen involvement in 
your restructuring initiative? How were you able to get the citizens 
involved in that? 

Mr. ViNROOT. Well, you heard me talk about four different task 
forces. 

Mr. Fox. Right. 

Mr. ViNROOT. Who were made up of about 15 people each. 

Mr. Fox. What was the first one? But I — trying to take notes and 
I 

Mr. ViNROOT. Well, there was an organizational task force that 
looked — ^headed by John Correnti, the president of Nucor, to look 
at the size and shape of the structure. My goal was to go from 9 
or 10 levels down to 2 or 3. And I think that is pretty consistent 
with what Nucor does. And the second 

Mr. Fox. Now, you still continued working with those folks be- 
yond their initial input? 

Mr. ViNROOT. They worked for about a year and gave us a very 
good report on what we ought to be doing and the manager took 
it from there and — ^not really. 

Mr. White. Yes, we — if they gave us a good idea then we contin- 
ued to pursue it. 

Mr.‘ Fox. Right. 

Mr. White. And so we have a continuing relationship. By the 
way, when you get citizens involved like that then they are going 
to watch you. 

Mr. Fox. Good. 

Mr. White. I mean, they are interested then. For the first time 
they may be interested in what is going on in city hall. So they 
stay interested. And so that is the way that works. 

Mr. Fox. And what kind — ^for the last question I would ask: 
What types of advanced technology have you used to better serve 
your customers and employees? Or your constituents and your em- 
ployees? 

Mr. White. I do not know whether it is too different from what 
other cities are doing. But simple things, like giving people that are 
in the field a phone. They do not have to come back to this building 
to do a lot of things. They can communicate much better, rather 
than having to come back. So just a phone. 

Any mechanism that reduces the work, whether it is a mechani- 
cal or a communications device, we have done that. Just things 
that you can buy off the shelf, quite frankly. 

Mr. Fox. OK. Thank you very much, Mr. Chairman. 
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Mr. Davis. Would the gentleman yield for just a second? 

Mr. Fox. Certainly. 

Mr. Davis. I would just add, Mr. Chairman, if I could, that since 
Mr. Gutknecht had quoted Alexis De Tocqueville, that one of my 
favorite quotes from De Tocqueville comes from his “Democracy in 
America” where he said that too much centralization on the body 
politic leads to a paralysis of the extremities. What we have seen 
here, that is exactW wnat happens, is Washington takes over this, 
we lose the kind of innovation that you all are doing here in Char- 
lotte and we want to try to restore this. If we could do this in com- 
munities around the country, just think of the efficiencies and the 
people that are being served that are not now. So you have been 
a great testament. Thank you. 

Mr. Clinger. This is a very erudite panel, quoting De 
Tocqueville. I usually — Pogo or somebody that I quote. But — 
[laughter.] 

Mr. Mica. Mr. Chairman, before we conclude this panel I would 
really appreciate your follow-up, and you do not have to do it now. 
We have 358,000 Federal employees just within the viewable dis- 
tance of the Capitol building, and we have 20,000 — I am soriy, 
36,000 in the Department of Commerce, 20,000 in Washington, DC; 
EPA 18,000 totals; 7,000 in Washington. I would love to hear your 
perspective. You talked about giving more flexibility. But your per- 
spective of how we could do a better job with fewer people in the 
Washington level, and maybe point out, if you would give us a let- 
ter, of some of the problems with HUD, EPA, some of these other 
agencies where you think we could do better with fewer at the Fed- 
eral level and sending, again, the bucks back and the responsibility 
to the local level. I would really like that for the record. 

Mr. Clinger. I think I will ask you if you would not mind re- 
sponding, and that is — that might be a hearing in and of itself. 

Just to follow up on one thing that Mr. Fox mentioned. One of 
the things that we are having great difficulty with at the Federal 
level is this ability to really bring ourselves into the modern age 
in terms of technolo^. We have such arcane, convoluted, unbeliev- 
able restrictions on the ability to buy things, to really find out what 
is current. We just went through this great, wrenching Medicare 
debate, and a major part of that was waste, fraud, and abuse in 
the Medicare system. Well, the fact is that one of the reasons we 
are unable to get a handle on that is because our technology, our 
computer capacity with regard to following on people who are rip- 
ping off the system just does not exist very much. 

^d so we are having great difficulty dealing with a whole range 
of things because we are way behind, I suspect. States and local 
governments in bringing technology, particularly computer tech- 
nology, to play in terms of downsizing and making government 
more efficient. So I really appreciate your participation. 

Gentlemen, thank you very, very mucn. It has been very fas- 
cinating. A very excellent contribution. 

I would call upon Mrs. Myrick to introduce — I understand we 
have 

Mrs. Myrick. Yes. I just wanted to recognize Ann Schroder. Ann, 
stand up so they can see who you are. Ann is the chairman of the 
County Commission, the other half of government here, and they 
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have also been involved in a lot of this. And I just wanted you all 
to meet her and know who she was. And Ann, if there is anything 
you would like to add during the public part of this, please feel free 
to. Thanks for being here. 

Mr. Clinger. Thank you very much for attending. 

I am now pleased to introduce our next panel of witnesses, and 
they may come forward while I introduce them. 

Mr. Bill James was appointed in 1991, by Mayor Vinroot to serve 
as chairman of the Charlotte Privatization/Competition Advisory 
Committee. And in his distinguished private sector career I under- 
stand Mr. James has 17 years of experience in banking, auditing, 
and general accounting, and has worked for one of the major ac- 
coimting firms of this country. Price Waterhouse, since 1987. 

Ms. Pat Garrett is president of the Charlotte-Mecklenburg Hous- 
ing Partnership, and she has had a distinguished career as chair 
of the North Carolina Housing Partnership, and is a founding 
member of the North Carolina Low Income Housing Coalition. 

We welcome you both to the hearing. And as you may have heard 
me state for the first panel, it is our custom in this committee, as 
an oversight committee, to swear all of our witnesses so as not to 
prejudice the rights of any witness. And if you have no objection, 

I would ask you to rise and raise your right hand. 

[Witnesses sworn] 

Mr. Clinger. Let the record indicate that the witnesses an- 
swered in the affirmative. 

Mr. Spratt. Mr. Chairman, for the record I would note that their 
nameplates are switched. 

Mr. Clinger. We have a bit of a problem with the nameplates, 
yes. 

Mr. Bass. Mr. Chairman, so I do not get diverted wondering, I 
was just wondering what office you are running for. I cannot see 
your — I just do not want to be thinking about it the whole 

Mr. James. City council at large. 

Mr. Clinger. OK. 

Mr. James. I am running to try to sit where Mrs. Myrick is right 
now. 

Mr. Clinger. OK We will have the clock on, but you are not 
enslaved by that. But we would try to keep the testimony as suc- 
cinct as possible. And I guess, Mr. James, we will ask you to lead 
off. 

STATEMENTS OF BILL JAMES, CHAIRMAN, CHARLOTTE PRI- 
VATIZATION/COMPETITION ADVISORY COMMITTEE; AND 

PAT GARRETT, PRESIDENT, CHARLOTTE-MECKLENBURG 

HOUSING PARTNERSHIP 

Mr. James. Thank you very much, and I appreciate you inviting 
me, Chairman Clinger. Also it is good to see Mrs. Myrick and Mr. 
Spratt. I am actually, I think, closer to Mr. Spratt’s district, even 
though I live in Mrs. Myrick’s. I live right across the border in 
Ch^otte, but right next to South Carolina. 

I serve as chairman of the city of Charlotte’s privatization com- 
mittee. I was appointed by Mayor Vinroot in March 1994. One of 
the things that is different about what I do and what our commit- 
tee does is, we were not formed to be a debating society or to de- 
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bate the merits of privatization or competition or efficiency. That 
debate came and it went several years ago. It came and it went 
with the committees that you heard Richard Vinroot mention on 
competition and government efficiency. The community had its de- 
bate, we had our elections, that decision was set. My committee is 
a committee to get things done. I am just going to rattle off a cou- 
ple of the things that we have done that are unique to Charlotte, 
and I think also unique to the Nation. 

One is, we have written and implemented guidelines or proce- 
dures actually, on paper that define how it is that we want to ac- 
complish privatization and government efficiency. Privatization, 
from our perspective, when you get to the nuts and bolts of it, is 
made up of asset management. What are you going to do with all 
the excess assets, buildings, land, and equipment that you have? 

The other piece of it, of course, is services contracting, which is: 
What do you do with your employees and are they the most effi- 
cient at what they are doing? Do we need to be in this business, 
or should we get out of it? 

Another point is, with regard to assets, we have put about $30 
million worth of assets on the market. Or else it is either on the 
market or in the process of being on the market, and that includes 
our old convention center which is probably the largest piece of va- 
cant excess real estate we have. 

We have privatized 25 percent of our residential garbage pickup 
at substantial savings, and we have put up for competition millions 
of dollars in services that were previously maintained in-house. 
The residential garbage is, I think, a good textbook example of 
some of the issues that I heard being bandied about. This was the 
first major service that we looked at. In doing that we — there were 
things like: Should we have a “no layoff’ pmicy? Should we man- 
date employee benefits? Should we require certain things of private 
industry that we do not normally — in other words, to help gjovern- 
ment get on a level playing field: In the end, we ended up rejecting 
most of those. 

With all of this, we have really just scratched the surface. Over 
the next year or so we are going to bring up some other issues. The 
Charlotte Coliseum is one that is going to be on the table. Right 
now it is being deferred until we finish the lease negotiations, but 
I anticipate that it will come up eventually. 

Another issue is Charlotte Transit. I heard you all mention that 
one, too. The interesting thing about Charlotte Transit is that the 
only reason it is privatized now is because of the government sub- 
sidy that vou all provide. If you did not require things like Davis- 
Bacon and some other rules, we would not have been forced to have 
shunted it across because of — it required unionization and it re- 
quired certain other rules that, in order to comply with those rules, 
if we would have complied with them with city workers we would 
have violated North Carolina law. So we had to make a decision: 
How do we accept the Federal money? If we accept the Federal 
money we have to set up these artificial environments. 

Second, another excess, the excess land at our airport. We have 
about 1,100 acres. I heard your comment, Mr. Bass, I think it was, 
about we will build it — if we build it, they will come. In Charlotte 
we had these same type of debates that go on. We have a large 
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number of land out there, we have land in other parts of the city. 
The question is always with a city and economic development; 
Should we build it first and then hope that they come, or should 
we let the private sector work on it? That is a debate that we are 
going to have in the next few years. 

We have also begun privatizing certain water and sewer fimc- 
tions. And the reason I think the privatization has been so success- 
ful is a commitment by our elected leaders to find better ways to 
perform government services. Mrs. Myrick started that off a num- 
ber of years ago. Second is a commitment on the part of the city 
management to see to it that privatization and government services 
is a priority. 

And third — and this is the thing that I want to address — is a 
strong oversight process which is my committee that asks the 
tough questions and tries to insure that the public and elected offi- 
cials are well informed. It is this oversight process that I guess I 
would like to kind of chat with you all a little bit about because 
it is the thing that I think will help you all the most. 

When you get to setting up a Federal oversight commission for 
privatization or however it is you are going to structure it, I cannot 
stress enough the need and the absolute essentialness of having an 
oversight committee or an oversight commission at the Federal 
level that are not made up of bureaucrats. You all are politicians; 
you do not have time to do it. That somebody who can oversee this 
and process this information, write written rules in plain English. 
Our rule in Charlotte is providing the best service at the lowest 
cost to the taxpayer. 

Second, avoid mixing social goals. There are a lot of rules in gov- 
ernment that are layered on year after year after year. We want 
to help this group, we want to help that group; and we have avoid- 
ed that in a way because we have said — and I will give you an ex- 
ample. When we were discussing the garbage issue the subject of 
minority quotas and benchmarks came up. Should we break this 
large contract for 25 percent of the garbage into a bunch of smaller 
sections so that small businesses, including some minority busi- 
nesses, could have access to them. In the end, the decision was 
made: No, because what our goal was, to provide the best service 
at the lowest cost, and efficiency comes from quantities or econo- 
mies of scale. So what we tried to do was to think of what would 
be in the best interest of the taxpayer. If we need some other pro- 
grams to help various interest groups then we will, of course, do 
that. So mixing two goals results in excessive regulations and sti- 
fles competition, I think, in a nutshell. 

I mentioned that if you all at the Federal Government are going 
to get involved in the privatization and government efficiency busi- 
ness I do think you are going to have to have some kind of over- 
sight committee. How you set that up I guess is up to you. Frank- 
lin ^osevelt, when he was involved in government efficiency, ap- 
pointed a czar to coordinate production of war materials. I think 
if you are going to dismantle 40 years worth of excessive govern- 
ment regulations and are trying to promote efficiency, I think you 
are going to have to have someone that sits there and can work on 
this stuff; somebody from the business world that can be involved 
in this. 
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I guess in the end I hope that you will consider what you can 
do for us, which is allow our municipality and municipalities like 
Charlotte and airports, to sell our — we cannot sell land, we could 
not sell our airport, we cannot sell our water treatment plants, we 
cannot sell a lot of the assets we have in Charlotte because even 
though you gave us the money with grants, those grants come with 
strings. And those strings are hindrances to us. We cannot fully 
privatize and fully consider some of the options we have got. We 
considered privatizing water treatment plans. And the report came 
back is it will not be efficient. We cannot do it because there is 
rules at the Federal level that say if we do this you — we have got 
to give you the money back. My own personal opinion is that I hope 
that you will let us keep that money and proceed. And I will be 
available to answer any questions you might have. Thank you. 

[The prepared statement of Mr. James follows:] 
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Good Morning. I wanted to thank Chairman Ciinger for inviting 
us here to discuss how to make government work better. 

My name is Bill James. Currently I serve as Chairman of the 
City of Charlotte's Privatization/Competition Advisory 
Committee. 

Our Committee was formed in March of 1994 to get things 
done. We were not formed to be a debating society. 

Over the last year or so some of our accomplishments are: 

• we have written and implemented guidelines 
(procedures) for determining how privatization and 
competition should occur. A first in the Nation, I 
believe. 

• we have selected about $30 million in excess real 
estate and placed it on the market including our old 
convention center. 

• we have privatized 25% of our residential garbage 
pickup at substantial savings and have put up for 
competition millions of dollars in services over the 
last year that were previously maintained in-house. 
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With all of this, we have just begun scratching the surface. 

Over the next year or so we anticipate discussions will be held 
on the Charlotte Coliseum, Charlotte Transit and excess land at 
our airport; to name a few. In addition, we have begun 
privatizing certain water and sewer functions. 

The reason that privatization has been so successful in 
Charlotte is a combination of several things: 

• First • A commitment on the part of our elected 
leaders to try to find a better (more efficient) 
way to perform government services. 

• Second - A commitment on the part of City 
Management to see to it that privatization and 
competition of government services is a priority, 
and 

• Third - A strong oversight process (my 
Committee) that asks the tough questions and 
tries to insure that the public and elected 
officials are well informed in a fair and impartial 
manner. 
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As you on the House Oversight Committee work to make the 
Federal Government more efficient and save the taxpayers 
money; I would like to offer some suggestions on how the 
Federal government could both help itself and municipalities 
(like Charlotte). 


Regarding the US House's efforts to downsize the federal 
bureaucracy and make our Nation government more 
responsible I have the some thoughts: 

• First - Write written rules in plain English that 
define the ultimate goal of privatization. For 
Charlotte, the rule has been ; 

“providing the best service for the lowest 
cost to the taxpayer" 


• Second - Avoid mixing social goals (such as 
minority quota's or benchmark's) with rule 
number 1. Governments can rarely do two things 
at once well. Mi»ng two goals results in 
excessive regulations and pages of rules that 
stifle competition. 
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• Third - Establish a Federal Oversight Committee 
with one person responsible to look into all 
areas of the Federal government. During World 
War II , President Franklin Roosevelt appointed 
an individual to coordinate the production and 
use of war materials. Today we need a "Czar" 
that will coordinate the dismantling of 40 years 
of burdensome federal regulations. 

• Fourth - Give this Federal Oversight Committee 
and its "Czar" authority to bring back legislation 
to a House Committee and a budget and staff to 
get the job done. 

• Fifth - Require that all areas of the Federal 
Government (except sensitive defense or medical 
facilities) be subject to this oversight committee. 


• Sixth • Inventory all government assets and 
allow this oversight committee to bring back to 
you plans for disposing of those deemed 
"excess" 
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Finally - Help municipalities such as Charlotte by removing 
impediments to privatization. Examples of some of these would 
be: 

• Allow municipalities with utilities and airports 
that were built with Federal grants to sell these 
facilities and retain the money in the local 
community. 

Federal money used to build these facilities 
were taken from the taxpayers of Charlotte, for 
example, and I believe, we at the local level 
should be allowed to retain these funds and use 
them here. 

Keeping "repayment rules" slows privatization of 
major facilities and provides a shield for those 
that doni want change. 

• Remove excessive regulations on municipalities 
that raise the cost to the taxpayers. Rules such 
as these increase costs to cities like Charlotte 
by increasing not only the prevailing wage rates 
but the paperwork associated with monitoring 
these statistics. 
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In closing - 1 appreciate Chairman Clinger's invitation. After 40 
years of ever increasing government regulations, tax burdens, 
and inefficient management of our Federal tax dollars; I am 
glad to see members of Congress take downsizing government 
so seriously. I sincerely hope that while this process is being 
set up that you all can also solve some of the "red-tape" we in 
Charlotte get from the Federal government. 


Thank you. 
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Mr. Clinger. Thank you very much, Mr. James. 

Ms. Garrett. 

Ms. Garrett. Thank you very much, Mr. Chairman, and mem- 
bers of the committee. Tmank you for letting me come to talk with 
you. When I was talking with Sue earlier she says, “I am always 
Dragging about you,” and I told her that always scared me to death 
because I was — ^you know, I always go around most of the time 
thinking, gosh, I cannot ever do this right. 

But I would like to have the opportunity to talk to you a little 
bit about the Charlotte-Mecklenburg Housing Partnership. And I 
think we are one of the first steps the city took when they started 
to talk about how can we be innovative and how can we talk about 
getting the private sector involved in some of the things. And we 
did not replace the Committee Development Department or many 
of the things — the services that the city is still doing. 

However, we were organized with the city, county, and private 
business input. That is how we got here. And if I could be so brave 
as to say that the biggest — our biggest organizers were the — actu- 
ally the private businesses, themselves. F'jpecially banks. There 
are a lot of banks here in Charlotte. This was before a lot of the 
acquisitions and mergers happened. So we — they looked at us as an 
opportunity. 

So I want to tell you just a little bit about how we have involved 
private investors, how we have gotten the private dollar involved 
in affordable housing, and then just rive you a couple of— we are 
proud of all the projects that we do, ril the different things we do. 
But I want to give you a couple of examples that I think you can 
use in a very small way to — as you talk about how to best change 
your housing programs or make them more efficient in your com- 
munities. 

First of all, we began by organizing a loan pool that we could use 
for mortgages. Instead of paying the full cost of a mortgage for a 
low income family, we are at — we had a private loan pool from the 
banks that would provide at least 80 percent of the mortgage for 
someone. So that meant that the private investor was already 
there. You only had — and in this case, as we started out, we had 
a 20 percent investment from the local government. And that was 
very helpfiil as we moved into talking about recycling money, keep- 
ing money flowing. And at the time the city of Charlotte had an 
innovative housing fund that was not — did not have any Federal 
strings. It had — our basic rule were — was: Here is some money. We 
want you to leverage at least two to one, serve people at this in- 
come level, and tell us about it as you go along. Which is a very 
innovative way of saying to a very serious business group, “You fig- 
ure it out. You be accountable.” So I think that is a different way 
of looking at things. 

And we have had quite a bit of success with our single-family 
home ownership program. We have 150 people who have bought 
houses through us. ii*Uid that is a very small amount, but in a — we 
are also a very young organization. We did our first mortgage in 
1990. So it is — has been a learning process. 

But I want to talk to you about a couple of just special projects. 
One of them is the acquisition of some apartments that are 
owned — that were owned by the city of Charlotte and the housing 
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authority. These apartments were built during the time when HUD 
went out of the business of building any more projects, no more 
project money for new construction. And they were built by — using 
city of Charlotte funds. These complexes were — ^had some various 
problems all through the years. They had — we were having a lot — 
there were a lot of maintenance problems, there was no way to do 
any renovation and those kinds of things. And so we were asked 
to take a look at this ourselves. 

It was a long process, as you can imagine when you get a lot of 
people in talking about this, you can spend a lot of time in meet- 
ings. But in the end what we were able to do is, four of the com- 
plexes — and these are small, this only amounts to 171 units — were 
given for $1, however you do those legal things, to the housing 
partnership with us — our charge was: We are going to give you 
some money. It was HOME money which is — comes from the Fed- 
eral Government. The rest of the money you have to figure out how 
to get a loan, you have to figure out how to service a loan. 

Now, there is a lot of non-profits who would run like crazy when 
they say, “Oh, you mean I have got to pay a loan back?” But we 
have turned this into I think a positive step. We are now in the 
process of the renovations. Two of the complexes are almost fin- 
ished. They are being rented by a private management company 
that we employ. We have a loan of almost $2 million for those 
units. And we are going to have really good places for people to 
live. And I think that is an example of how you can turn things 
around and look at it with a different approach. We are still having 
income limits. These are limited to people at 60 percent of median 
income. So we are not turning these into yuppie villages, but into 
still places that are in the income guidelines and need to have a 
place to live. 

The other program I would like to talk to you about fits right 
into some of the comments from the mayor and the city manager. 
It is called Genesis Park. And that is the one — I ^ess it is the first 
community policing community. It is — I do not think that anybody 
would question the fact that it was the most troubled community 
and most — it was eight square blocks of drug dealing, murders, 
heroine, crack, you name it. And we can give you all the great sto- 
ries about Genesis Park. 

It was then called Kenney, Gibbs, Wayt Street. And those are 
just the three street names, but everybody just referred to it as 
Kenney, Gibbs, Wayt Street. You could not go there. If you went 
there you took the possibility of getting killed. There was some- 
thing like 11 murders in 1 year. So being sort of, I guess, gluttons 
for punishment, we started into Genesis Park. We were persuaded 
by some community leaders that this would be a good place to go. 
But what we were really persuaded by was the police who said, °‘If 
you — we are already in there and we need you to go with us.” And 
so we went to Genesis Park. 

Basically what we are doing is, we bought up the units. We used 
our innovative housing money. We bought a number of the units. 
Our original plan was only to buy 40; we ended up having to buy 
another 60 or so because we found out you could not be just a little 
bit pregnant, you had to get the whole thing. And if we did not deal 
with the worst drug places we were not going to — it was not going 
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to make it because, as you say, if you fix up a nice house and if 
you build it th^ will come. They will not come if they are afraid 
for their lives. They will not come unless it is a nice place to live. 

So in — we worked with a lot of city departments. And that is the 
key, I think. And you have seen — ^you hear a lot about partner- 
ships. But, I mean, we did not — we had to work with the garbage 
people and we had to work with code enforcement people and we 
worked with the police and many, many other departments to 
make this happen. We are still in the middle of this program, but 
we have finished our first street. We have worked a lot with Habi- 
tat. They are also involved in there. We have 28 homeowners, 
through our program; Habitat has 8. We are continuing to do ren- 
ovations, we are continuing to sell properties. And we had last 
year, in a 2-year period, we had a 74 percent decrease in crime. 

Now, that is — if you want to talk about fighting crime, we also 
know these people go somewhere else. However, they do not have 
20 years to get estanlished and to get their systems established in 
that other neighborhood if we are really doing a good job of letting 
each other know what we do. 

Those are just a few ideas that we have had and things we have 
worked on. I think that I would — I need to emphasize at the very 
last that the real key to this has been cooperation from a lot of city 
departments and county departments. But the other thing has been 
you now have a lot of private businesses and private business 
brains. I mean the folks who can fi^re out how to do mergers, who 
can figure out how to do some of the many things that businesses 
do and stay very profitable, to use their brains and get them in- 
volved in the process I think has been such a m-eat asset for the 
community, and I hope that we will continue to do that. 

[The prepared statement of Ms. Garrett follows:] 



799 




Charlottie-Mecklenburg 
Housing Partnership 


Testimony to the House Committee 
on Government Reform and Oversight 


October 20, 1995 
Presented by 
Patricia G. Garrett 
President 

Charlotte-Mecklenburg Housing Partnership 


Charlotte-Mecklenburg Housing Partnership, Inc. (CMHP) is a broad-based, private, nonprofit 
housing development and finance corporation organized to expand affordable and well-maintained housing 
for low- and moderate-income families in the City of Charlotte and Mecklenburg County with a continuing 
interest in the ability of occupants to more fully enter the economic mainstream. CMHP was incorporated 
in July 1988. The organization was formed to get private investors more involved in developing and 
sustaining affordable housing. In this area, the organization has been particularly successful. Not only has 
private investment been made, but some ofthe best business leadership in Charlotte has become very involved 
in affordable housing. 

In 1 989, CMHP was successful in securing a $1 7.S million loan pool from six local banks. Several 
were actively involved in the establishment of CMHP. The loan pool is used for first mortgages for single 
family detached homes. These mortgages (80% loan to value) are at a lower than conventional interest rate 
and have relaxed credit guidelines and debt ratios. The loan pool has recently funded a delinquency 
prevention program. Critical to the success of CMHP programs, is providing second mortgages (mostly 20%) 
from funds made available by the City of Charlotte. The investment of public funds is lower because of the 
availability of the first mortgages from the private sector. There are currently 1 52 mortgages from the loan 
pool. 

CMHP has helped produce multi-family units (Summerfield, Seneca Woods, Community Housing 
Development Corporation, and Accessible Apartments) through small loans, CMHP developed the forty- 
seven unit Seversville Apartments, its first multi-family project in which it is developer/general partner. 
Funding came from low-income housing tax credit sales; long term loan from a member bank; NC Housing 
T rust Funds; a church based nonprofit organization involved in the community; City ofCharlotte; and CMHP 
equity. There is a commitment to the Seversville neighborhood to provide a long-term comprehensive 
development plan that involves scattered site new construction, the rehabilitation of existing units, and the 
development of homeownership opportunities. More than twenty single family homes have been purchased 
and rehabilitation of thirteen single family homes had been completed by July 1995. Once again, a key to 
the success of these projects, both multi- and single family, is the involvement of many partners such as: 
schools, city departments, churches, and the neighborhood organization, and of course private investors and 
lenders. Management is provided by a private firm. 


Charlottc-Mccklenbiitg Housing Partnership, Inc. 

1 20 1 Greenwood Cliff, Suite 300 • Charlotte North Carolina 28204 
(704) 342-0933 • Fax (704) 342-2745 
Equal Employment Opportunity Amt ^fjirtmitive Action Agency. 
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The second multi-family project is a fifty-five unit complex, the Cheshire Chase Townhouses. The 
two and three bedroom townhouse units will be located on 7.61 acres of land at Sugar Creek Road West and 
David Cox Road (1/4 mile north of W.T. Harris Blvd.). There will be fifteen buildings, plus a building 
containing a meeting room, PATHWAYS office, rental office, and laundry facility. The project should be 
completed in 1 996. Private investment is through the sale of tax credits. 

Perhaps the best example of innovative drinking and working together - City, CMHP, and private 
sector - is the acquisition by CMHP of four apartment complexes from the Charlotte Housing Authority in 
March 1993. 

During the 1 980s, when the federal government got out of the construction of public housing units, 
the City of Charlotte built seven apartment complexes to provide an addition to the Charlotte Housing 
Authority's federally subsidized public housing. By 1993, it was evident that the 309 apartments weren't 
generating enough Income to cover maintenance costs. Over the course of a few years, the apartment sites 
had suffered a variety of maintenance-related problems: erosion, poorly kept landscaping, on-site trash, 
falling gutters and trim, and poorly installed window unit air conditioners. There were also broken windows 
and smashed doors, and substantial interior and exterior renovations were needed. The troubled units were 
not serving the needs oftheir intended market. It wasatime fora recommitment or a change in the way things 
were done. 

The Charlotte-Mecklenburg Housing Partnership, Charlotte Housing Authority, and the City's 
Community Development Department agreed that the Housing Authority would provide rental units for 
families earning below 40Vo of area median incomeandtheHousingPartnership would serve families earning 
up to 60®/o median income. The families livinginthc Housing Partnership’s City-Financed Units would work 
toward a transition from subsidized housing to homeownership or market rental within five years. In the 
Spring of 1994, all parties agreed to divide the units and serve different groups. CMHP received 171 units 
in four apartment communities. The parties worked together to assess all families who were then residing 
in the CPUs for potential relocation. Families who qualified to stay remained and began participation in the 
CMHP program. Relocation assistance was provided by the City and the Charlotte Housing Authority. 

CMHP's Construction Department began the physical renovation of the units, which included 
plumbing, installing new electrical appliances, repairing driveways and parking lots, drywall repairs, etc. 
Many new features were added such as wall-to-wall caipeting, washer/dryer hookups, air conditioning, 
laundry facilities, playgrounds, and community rooms. Several multi-family private developers provided 
assistance with obtaining good cost information and getting the project off to a good sian. 

With partial funding from Mecklenburg County, CMHP’s PATHWAYS I Program is being 
implemented at these sites to link apartment residents to community services in order to support their goals 
for self-sufficiency. Since homeownership is one of the goals of the families, a strong component of the 
program is "pre-homeownership readiness," which includes budgeting and money management. In addition 
to focusing on individual families, PATHWAYS I also works to build a sense of community within each 
complex and the surrounding neighborhood. 

Funding for the rehabilitation is $1.3 million federal money from the City, $100,000 from 
miscellaneous private sources and a loan of $1.7 million from NationsBank to CMHP. Once again public 
funds are being leveraged by private funds. 

One of CMHP's most successful neighborhood development projects involved the "taking back" of 
Genesis Park. Known throughout the Carolinas as an open drug market. Genesis Park was ranked in 1 992 
as having Charlotte's highest violent crime rale because streets were ruled by drug dealers and gangs. Police 
efforts had little effect and the few homeowners that lived there were afraid to go outside of their homes. Gun 
fire was often heard and houses were marked with graffiti. It was common for drug activity to be so thick 
that a police car had difficulty driving through the streets. 
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The Community Outreach Missionary Church formed Charlotte Genesis Inc. and convinced 
Charlotte-Mecklenburg Housing Partnership and the City of Charlotte that a serious effort must be made 
before the community was forgotten and ruled solely by the drug dealers. The Charlotte-Mecklenburg Police 
Department set up a command post on Wayt Street in 1992 and officers observed 66 different taxi cabs ride 
in and out in just four hours. Drug activity was evident and rampant before street barricades, made possible 
by CMHP becoming a principal land owner, were raised to eliminate the drive-through traffic. CMHP began 
to work on solving the housing problems in Genesis Park. Mostly brick duplexes were being rented by drug 
dealers and users. Housing was on a serious decline. CMHP began purchasing houses and renovating these 
duplexes into single family homes in 1 991 The first four homeowners moved in their two-story homes in the 
summer of 1992. CMHP's commitment to Genesis Park is more than providing housing - it's neighborhood 
empowerment, cleaning up the community, and getting other landlords and organizations actively involved. 

Over the past three years many changes have taken place. Violent crime has decreased so much that 
in 1994 Genesis Park ranked as number forty-one (74% decrease from 1992) among Charlotte's neighbor- 
hoods. This drop in crime can be attributed to the effectiveness of Charlotte's Community Policing Program 
and to CMHP purchasing seventy-nine houses and ridding Genesis Park of its criminal element. Street names 
were changed to shift the focus from the once notorious streets (Kenney, Wayt, and Gibbs streets). An active 
neighborhood organization has been started by CMHP's first homeowners. With assistance from CMHP's 
PATHWAYS Program the neighborhood organization was awarded a Neighborhood Matching Grant to bui Id 
a community entranceway sign to proudly mark their neighborhood. Children now ride their bikes without 
fear of gunfire and neighbors plant flowers in their yards which used to be littered with dirty syringes and 
broken glass. Even the existing homeowners that lived on Double Oaks Road and Wayt Street now feel safe 
enough to walk to the monthly neighborhood meetings. 

In Genesis Park, CMHP currently has twenty-eight homeowners and Habitat for Humanity has eight. 
CMHP currently owns another sixty properties to be rehabilitated for homeownership. Once again, many 
organizations worked together to make this community development program work. 

Charlotte-Mecklenburg Housing Partnership is proving that involving private businesses, along with 
public organizations, in the provision of affordable housing can provide benefits. The leveraging of funds is 
the most obvious benefit and we must become even better at that as resources are less available. 

The other benefit that may not be quite as obvious, is the involvement of business leaders in decisions 
about projects to undertake. Getting good representation from a number of different sectors such as 
developers, lenders, planners and trainers has enabled us to take on difficult neighborhoods and diflicult 
projects and made them succeed. 

Public and private can take on neighborhood challenges, as well as large rental rehabilitation projects. 
Private investment is possible and available, but it must have some flexible subsidy money so that the 
maximum leverage is possible. Public organizations often need the business approach to problems. Together 
we can make good things happen and funds go further. 
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Mr. C LINGER. Thank you very much, Ms. Garrett, for a very in- 
spiring story, really. We are very grateful for having your partici- 
pation. 

Mrs. Myrick. 

Mrs. Myrick. Well, I really do not have any questions. I just 
want to thank you for being here and tell you to keep up the good 
work. 

Ms. Garrett. Thank you. 

Mrs. Myrick. And I appreciate the fact that you have been will- 
ing to share some of this with the HUD task force, and hope that 
you will be equally as willing to continue to do that as Chairman 
Clinger starts dealing with that, as well. 

Ms. Garrett. OK 

Mr. Clinger. Mr. Spratt. 

Mr. Spratt. Ms. Garrett, I was with John Crossman recently. 
And for years, as you know, he was the largest builder of single- 
family housing and also a developer of low-income housing utilizing 
the provisions of the tax code and 221[d][3] and Section 8 of the 
various housing laws of this country. And he was telling me that 
he had testified, I believe, in Congress. But in any event, he was 
deeply concerned about provisions that are included in tne HUD 
appropriations bill which he says will have a devastating effect on 
the stock of low-income housing nationwide, including Charlotte, 
causing conversions and divestitures and a significant loss of low- 
income housing. Are you familiar with those changes in the law? 

Ms. Garrett. There are a couple of things that I am familiar 
with that I have been concerned about myself. One is the — and I 
do not think this is in the HUD bill, but there is a — we are going 
to have a serious problem if we lose the tax credit, the housing — 
the low-income housing tax credits. And I have talked with Rep- 
resentative Myrick about this. The tax credits are a way of getting 
private investment. For example, we have done some of that, and 
of course the Crossin Group has done some, and we have worked 
together with them doing some things. If we lose that we are going 
to lose a substantial amount of money, private investment money 
that is available. 

And I think that we need to try to hang on to some of that — 
those ideas. I do understand that in some States, and I do not 
think it is here, that there have been some abuses and some prob- 
lems, but we should take their money away and give it to us be- 
cause we know how to do it. 

The other thing is there is a lot of concern among non-profits in 
particular. A lot of these — a lot of housing units that were built 
with — say for 15 or 20 year investors and that are now going to be 
up for sale. As you know, the preservation piece that are going to 
be up for sale, many of them in the areas that they are going to 
bring a high price, I think that is a concern. I am not exactly sure 
how to handle that because working for a lot of people who are 
on — who are businesses and investors, I am a little concerned that 
we change the rules. I mean, the rules are — 20 years, it served its 
purpose as low-income housing. 

So we are going to have to try to figure out how to not make the 
mistake in the future. And of course I believe that the ownership 
by a non-profit who is committed to long-term maintenance of those 
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kinds of properties is a very important way to do that. I am not 
really very up on other things, other things that are going to hap- 
pen. 

Mr. Spratt. Thank you. 

Mr. James, when you let out business to competition that had 
previously been public sector business — let us say, garbage pick- 
up— is that now private sector? 

Mr. James. Twenty-five percent is, yes. 

Mr. Spratt. Did it concern you that one of the key differences 
in cost might have been the fact that the private sector pickup firm 
did not provide comprehensive health insurance to their employees, 
whereas the city does; and did you do anything to equalize that in 
the competition? 

Mr. James. No. And the reason is, is because — and I guess this 
comes down to a philosophy of government that was discussed with 
city council. This issue was brought before city council, the ques- 
tion of; Do we, as a governmental entity, municipal entity, want to 
mandate what employee benefits should be? The answer came back 
that in a free market society with competition, we should not be 
mandating what benefits there should be. There are a number of 
large players, BFI, Waste Management, Chambers, Carolina Con- 
tainer Corp., and those companies employ thousands upon thou- 
sands of people across the country and even in this area. If some- 
one who is involved in the pickup of garbage does not feel like their 
wages and benefits are adequate, they can go across the street and 
go to work for a different company. I do not think that any more 
than you would mandate the employee wages and benefits of 
NationsBank, you should be mandating the employee benefits of 
the city and the people that compete with the city. 

Mr. Spratt. I was not suggesting mandating, I was suggesting 
sort of a social accounting \^ere you look at their bid, and if the 
primary difference between their bid and your cost is the cost of 
health insurance, and you ask yourself if Carolina Memorial is 
going to be picking it up at the other end — what I used to call Me- 
morial; that is how long I have lived in this area — but Carolina’s 
medical. 

Mr. James. Well, I do not think that. The answer to your ques- 
tion is no. The answer to your question is, is that there is an ac- 
counting mechanism to equalize the different bids. We do know, for 
example, that if a bidder will come in and will agree to take our 
employees so that we do not have to pay relocation costs and we 
do not have to be involved in retraining them and putting them in 
another department, if they will acquire those individuals, we will 
in essence account for that. It may very well be that that bidder 
may have the second lowest bid, but after you account for the fact 
they are willing to take all the employees, they could very well 
have the lowest bid. 

So there is an accounting mechanism within the RFP process, if 
you will, in terms of selecting the company to pick it up. But there 
is no requirement like what you are talking about which says we 
going to give you credit if you have higher benefits or take away 
something if you have lower benefits or some way to equalize it. 
No, there is nothing like that. 

Mr. Spratt. All right, thank you. 
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Mr. Clinger. Thank you. Now I am prepared to recognize any 
other members who might have questions. Gentleman from Vir- 
ginia? 

Mr. Davis. Mr. Chairman, I have got a couple of questions. I was 
really intrigued by the testimony. I think I would want to start, 
first of all, Mr. James, with you, just going back to local govern- 
ment, which is still my passion. 

The — we foimd in Fairfax that having the public sector and the 
private sector kind of competing against eacn other, having both 
available made each one better. It was a check. The private sector 
could not cut their own cartels and everything because you had the 
government doing some, and citizens could then opt in or out for 
whichever they wanted and it has worked very well. And I take it 

f 'ou have had the same kind of successful experience here in Char- 
otte. 

Mr. James. We have. In the solid waste garbage collection, exam- 
ple, the city competed — well, they did not actually compete; it is 
kind of a technical point. But they submitted a Benchmark esti- 
mate as to how much they thought they could do it for. Theirs was 
roughly about $80,000 a year more expensiye than the low bidder, 
in this particular case BFI. That is a success story in many ways. 
It is a success story that BFI won the bid and the priyate sector 
I guess was awarded it. But it is a success story and a compliment 
to the city that they managed to get their costs down. The only way 
they were able to get them down was because they could see this 

sort of train wreck coming from the 

Mr. Davis. Their jobs are on the line. 

Mr. James. Right. Several years before that they made a commit- 
ment that they were going to be more efficient. And so over that 
2-year period, over the last 2-year period before we got to the point 
of them submitting their benchmark estimate they closed down an 
operational facility, they transferred some employees, they 
downsized, right-sized, whatever the politically correct term is. And 
it was that effort that resulted in their bid only being $80,000 dif- 
ferent. 

Mr. Davis. It is competition; that is what the mayor talked 
about. 

Mr. James. Correct. Absolutely. 

Mr. Davis. Ms. Garrett, I was intrigued by some of your housing 
innovations. We put an ordinance in our county that mandated 
when new development took place of over 100 units, that a bonus 
was added, in terms of the densities, but a percentage of that 
bonus would have to be for moderate-income housing, therefore 
incentivizing the private sector to produce modem income housing. 
And it was controlled. The appreciation was controlled through cov- 
enants on the properW so that it would be sold to — for a 50-year 
period. Montgomery County, MD, had a somewhat similar ordi- 
nance with only a 10-year. Have you looked at anything like that 
here? 

Ms. Garrett. We have talked a lot about it in-house. We have 
not proposed it at any point yet. I think that one of the things we 
are going to — ^you are going to see from our organization — I guess 
I probably should not — I have not warned everybody yet, but we 
are — as we start to deal with City Within a City areas which are 
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the hardest place to do housing, you have to not only do a lot of 
renovations, you have to do some demolition. You also have to per- 
suade people they really do want to live there. Then that is where 
we are going to be looking and hoping that the amount of money 
we have to invest in a house can somehow be lessened; how much 
money we have to have, subsidy money, can be lessened by some 
of the — those differences. 

Mr. Davis. What we did, we felt — mean, the cost of land is a 
critical factor in this. Where you pitch your tent on some land and 
it is a $100,000 house, just because the land is so expensive. But 
by adding density you basically bring the cost of land down and 
that was the idea. 

On the other hand, and this scattered — the idea here, that this 
would scatter the housing. Large-scale, low-income housing 
projects — I have really changed my views on this over the last 15 
years. They have been a disaster in terms of their upkeep. And in 
the city of Washington, 80 percent of the major crimes are within 
two blocks of public housing projects. In the suburbs, we were for- 
tunate enough to have the resources where we could do community 
policing and do kind of a holistic approach and attack those areas 
separately. But it created more problems than it solved over the 
long term. We did not recognize it at the time it started. I wonder 
if you have had similar experiences here? 

Ms. Garrett. Well, the city of Charlotte — I mean, I hate to brag, 
but I mean before I was here — I did not have anything to do with 
it, but the city of Charlotte already had that kind of a plan before 
I came here. They had what they call the Housing Assistance Plan 
which basically, as far as multi-family was concerned, when you 
were — it was subsidized apartments, it was not just housing au- 
thority, it was — applied the tax credits. You could not build any 
more than 55 units closer than — ^well, it used to be a half mile and 
it was changed to a quarter mile to any other. You also had to 
build in some self-sufficiency programs and those kinds of things. 
So there was already an effort when I came here. And in fact, the 
ones that we acquired recently were the — were scattered site units. 
Now, it is harder to manage. 

Mr. Davis. Sure. 

Ms. Garrett. Property-wise. But it is a more 

Mr. Daves. OK, one other question. There is one thing we could 
do at the Federal level, because some of our laws — it is no longer 
really — we do not make it attractive for private capital to go into 
this kind of housing. And we used to have an accelerated deprecia- 
tion and a number of other items and tax incentives that would 
allow people to go in and make a profit. Because if you rely on gov- 
ernment to do this it will never get built. We do not have the re- 
sources. You have got to incentivize the private — is there any laws 
you think you could suggest at the Federal level we could make, 
would make your job at the local level easier? 

Ms. Garrett. Well, I think that when I talked just a little bit 
about the low-income housing tax credits, that is something that 
somebody — the people have finally figured out how to work. Really 
they are a passive investor so they are not actively involved in the 
management of it. 

Mr. Davis. Right. 
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Ms. Garrett. But it is looked at from — it is a private invest- 
ment, the — as a general partner in one, we know our obligation is 
to the investor. And to a certain return. They have bought this tax 
credit from us. If we do not do — if we do not manage it right we 
will lose the IRS — the credit and therefore the investor will not be 
kind. 

Mr. Davis. I think Mr. Spratt picked up on that in his question 
when you answered it. Anything else you can think of? 

Ms. Garrett. I do not know. I think I really believe that we do 
not give private business enough credit. I think that when — ^that 
they can see a good deal and that they actually care about where 
people live. I think that even just some of the stuff we have to — 
one of the things I have to do with my board is to make sure that 
they do not get discouraged by: Oh, no, HUD says you cannot do 
that. Oh, no, somebody else says you have — I mean, the — for exam- 
ple, the contracting for some of the work we needed done or Davis- 
Bacon which is a — we pay prevailing wages here. It was designed 
for union — ^for a union community. We are not a union community. 

So, I mean those kinds of things just make — first of all, increases 
the cost of the non-profit because we have to do that. And second 
of all, I think business people are just turned off when they say, 
“What?” And I think they need to have a better feel about what 
does make sense and more insight into — more opportunity. 

Mr. Davis. Great. Thank you. 

Mr. Clinger. Gentleman from Florida? 

Mr. Mica. Mr. Chairman, I have just a quick question. This com- 
mittee has just finished a rather hefty task of dismantling the first 
department of the Federal Government, the Department of Com- 
merce. And we probably will have some responsibility and over- 
sight of some other reform measures. One will probably be HUD, 
which a lot of folks are looking at. As we dismantle HUD, do you 
think we could do away with HUD. send the funds back to block 
grants to the State, and then througn policies and — tax policies and 
other Federal guidelines, operate without that department? 

Ms. Garrett. The only — and this is a — the only reason that I 
think we need a HUD — and I am probably going to get killed by 
some of my colleagues — is that we need the visibility of the prob- 
lems of housing. We have got to keep — I mean, low-income housing 
or housing problems will affect everything that happens in our 
communities. I mean, people do not come with new businesses if 
you have a lot of bad housing, if you have a lot — places are not 
available for people to live, if you have crime-ridden neighborhoods. 
I think it is all connected. 

So I think we have somehow got to keep housing as a visible 
something that we should be worried about. What I want to do is 
to see more of the responsibility and it to be more of a guidance, 
you know, big guidance, large philosophy kinds of things from the 
government down to the States for the local to — we want to serve 
these kinds of people and those kind of things, and then let us try 
to fi^re out how to make it work in a smart way. 

I do not know whether that answered your question. We are not 
getting — we do not need the Federal bureaucracy here. We do not 
even deal that much with the Feds; the city does that for us. We 
have to do it as a part of our contract thing that "is passed on to 
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us. But I would much rather have some flexible — give me a little 
bit of flexible money and I can go a long way a lot longer than I 
can with money that says it has to be spent this way and it can 
only — it cannot be spent for this — for a second mortgage, but it can 
be spent for rehab, and all those different things that are causing 
so many problems here. 

Mr. Mica. But your folks that are moving in, businesses are not 
asking you about the availability of public housing; are they? 

Ms. Garrett. No. But on the other hand, they are going to be 
veiy concerned about if there is a lot of problem housing. 

Mr. Clinger. One of the — ^you know, I guess the overriding objec- 
tive of what we are about in this committee is to tiy to determine 
what level of government should be performing which or providing 
which services. And that really involves sort of a redefinition of 
Federal/State/local relationships. And how we go about restructur- 
ing that is really our ultimate objective and what can be done bet- 
ter at the private sector. 

One of the major issues in this kind of an exercise is those who 
say you cannot really devolve things back to the State or local level 
because there is a need for a national standard, whether it is water 
quality or air quality or housing quality, which gets us into the cat- 
egorical, regulatory overkill which we are constantly being criti- 
cized for at the Federal level. How would you respond to that? I 
mean, do you think — can you be trusted, really, to do some of these 
things, either at the private level or at the State or local level? 

Ms. Garrett. Well, I think we can be trusted. I think that as 
far as a housing quality standard, you have got a more restrictive 
housing quality standard in this city and county than you do— than 
you are requiring. Those basic things are not even an issue here. 

I think we can be trusted. I do think, and one thing that worries 
me is when you talk about sending all the money to the States, one 
of the things that has helped Charlotte a lot is the fact that it is 
an entitlement city, so that whatever regulations are put on it, we 
only have — well, we only have to deal with the Federal regulations 
and not — if you are a small city you have to deal with not only the 
Federal regulations but the State regulations, and then you have 
the local regulations. So I think that that, in itself, creates a lot 
of problems. 

And I would be very concerned in North Carolina about losing 
that— the money just coming directly to the city, because I think 
the city does know how it needs to be doing its policy. It has proven 
that it has a good history; it has already done innovative things; 
there are — people are getting decent housing and those kinds of 
things. So I do not think that there is anything wrong with that 
system, as far as sending some money directly to the cities. Be- 
cause I think cities can fi^re out how to do it. 

Mr. Mica. Mr. James, do you have any comment? 

Mr. James. Well, I mean, I — ^personally, I am in favor of 
downsizing government at the Federal level. State level, local level, 
every levm, and that includes HUD. In terms of asking my per- 
sonal opinion, I am involved a little bit in affordable housing, work- 
ing with Pat here on some things over the years. I am in favor of 
dismantling it. 
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The thing that I notice about HUD, to be honest with you, is that 
Pat here operates a very efficient and a lean and mean entity. But 
it is a private/public partnership that is mostly emphasis on the 
private. Whereas the other areas of public housing we have in 
Charlotte, the eyesores, the problems we are having are the ones 
that are public, the ones that she ends up taking over after they 
have been messed up, if you will. So that is a pretty good reason 
right there to show that public support like this in terms of HUD 
probably does not work all that well. 

In terms of returning the money to Charlotte, I think that is a 
good point. Because it is a problem we have in Charlotte, NC, 
which Mrs. Myrick can give you all the information on in the 
world, that we in Charlotte are sometimes viewed as the great 
State of Mecklenburg because we do not always get proportional al- 
locations from the State in Raleigh because of a — I guess just the 
way things seem to work. So if you can manage to return the 
money to us without the strings, but give it directly to us, I think 
that would be of much greater benefit than if you send it to Ra- 
leigh, and then they will add the strings unless Richard Vinroot 
gets elected and then maybe that will improve. 

Mr. Clinger. OK. If there are no further questions of this panel, 
we would thank you both very much for your participation 

Mr. James. Thank you very much. 

Mr. Clinger [continuing]. For your very helpful testimony and 
your — both statements are going to be made part of our record, so 
we appreciate your being 

Ms. Garrett. Which gentleman is from Florida? 

Mr. Clinger. From Florida is Mr. Mica. 

Mrs. Myrick. Mr, Mica. 

Mr. Mica, I am from Florida. 

Ms, Garrett. I would be remiss if I did not show you the article 
in the Jacksonville, FL, paper about “Charlotte Shares Housing 
Tips.” We were invited to come down and talk about our bousing 
programs, so 

Mr. Mica. Good. 

Ms. Garrett [continuing]. We are spreading the word. 

Mr. Mica. Mr. James has a Florida education, so great panel. 

Mr. Clinger. We thank you both again. 

We now come to the open mic segment of our program. And we 
have a lottery system, but I believe that Congresswoman Myrick 
has two people who would — who should be given a little precedence 
here to speak. 

Mrs. Myrick. I am not sure if Ann had to leave. Did Ann have 
to leave? Jerry Fox, our county commission — county manager — I 
will get it straight, Jerry — please come down — is here, and we 
would like him to say a few words and share with us, please. 

Mr. Clinger. Jerry, could you speak from that podium up there, 
if you would, please. 

Mrs. Myrick. Jerry, I appreciate you taking the time to come, 
and I am sorry that you were not notified about this ahead of time. 
I really do not know how that happened and I apologize to you for 
that, because it certainly was not intentional. 
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STATEMENT OP GERALD FOX, MECKLENBURG COUNTY 

MANAGER 

Mr. Gerald Fox. Well, you have — I am sure you heard this 
morning from the mayor and city manager. Of course, I am with 
the other entity of government here, the county. I am also certain 
you heard about the cooperation and — on various activities in this 
community and that is one of — I think one of the hallmarks of 
Charlotte-Mecklenburg. But I do appreciate the opportunity of 
spending a couple of minutes with you to tell you ^out some of 
our particular initiatives. 

One initiative — and I have got a handout here that I would like 
to give you — ^is a recent initiative, and we are calling it the Char- 
lotte-Mecklenburg Resolves II. And it deals with putting together 
six agencies — six levels of government or agencies in this commu- 
nity to try to deal with issues facing children, adults, families, and 
neighborhoods in this community. Those six entities are Mecklen- 
burg County and the city of Charlotte, Charlotte-Mecklenburg 
School System, the Carolinas Medical Center, the Charlotte Hous- 
ing Authority, and Central Piedmont Community College. 

We call it Resolves II because Resolves I occurred on May 31, 
1775, when Mecklenburg colonists used a provisional arrangement 
of rules to govern themselves due to the ineffective laws of the 
King of England. And we are trying to do the same thing with Re- 
solves II, and that is to put together a better way to address the 
issues of children, families in our community. 

How are we doing this? We are doing it both through an organi- 
zation which pulls together the CEOs — excuse me, the chief execu- 
tive officers of each of these organizations on a quarterly basis 
and — with staff people working on various projects during the in- 
terim time between the time when the chief executive officers meet. 
We are dealing with such issues as transportation: How do we bet- 
ter coordinate our transportation efforts so that persons who lack 
the means of their own transportation can get to the areas where 
they need help and so on. Also, on data sharing, we find that each 
one of our entities has its own information system and there is 
very little sharing of that information. One example, our Depart- 
ment of Social Services was able to provide detailed information to 
our school system on children who might be eligible for food pro- 
grams in the school that the school system had never taken advan- 
tage of previously, and had this opportunity to do that. 

We have a lot of hope for Resolves II in bringing together the 
various entities that have functional responsibilities in dealing 
with children and adults and families. I will pass out some infor- 
mation on that particular initiative. 

Let me speak about one or two other areas. Beginning on Octo- 
ber 1st Mecklenburg County has contracted out its public health 
service to the Charlotte-Mecklenburg Hospital Authority. We be- 
lieve it is one of the first in the country where a hospital authority 
is operating now the public health system, the prevention, the edu- 
cation system for a county government or for a city government. 
We have had to go through a lot of hoops with our State govern- 
ment in order to bring this coordination about, but we believe it is 
the right thing to do and it will prove to be cost effective as well 
as service effective in the future. 
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We have had the opportunity of receiving, through your Depart- 
ment of Commerce, two grants of about a half a million dollars 
each to develop a local Internet system called Charweb here in 
Mecklenburg County. This — the grants from the Department of 
Commerce mlowed our public library to develop this Charweb sys- 
tem, which is now part of the Internet system. We have computers 
located at most of the community centers throughout the commu- 
nity so that people now can access information directly by com- 
puter about the goings on and the functional responsibilities of 
their city and county governments. By the way, I just received no- 
tice today that this Charweb system nas received the Public Tech- 
nology Institute Computer Technology Award for 1995-1996. We 
are veiy proud of that. 

Finally, in our privatization efforts, that is a good buzz word 
these days and everybody is doing it, I ^ess; we also are. We have 
recently created a Privatization Study Committee. That committee, 
made up of I believe seven or eight citizens, has prepared for us 
a suggested privatization plan. Staff took that plan and developed 
an implementation plan, and that implementation plan is now in 
the process of being carried out. 

In the meantime we are proceeding with some other privatization 
initiatives, and one example is in our fleet management operation 
where we have contracted out our parts inventory and parts room 
operation to a private firm who not only supply the persons to op- 
erate that parts facility, but also the parts themselves, at a sub- 
stantially discounted rate. 

So I think, if I can leave one thought with you, it is that local 
government works in this part of the country, I think primarily be- 
cause of the cooperative ventures between the various levels of 
local government, especially the city and the county. We intend to 
continue and expand upon that effort in the future. In fact, I do 
not know if the mayor and the city manager mentioned it, but we 
are now on a road toward possible political consolidation of the city 
and county governments. A charter commission has been ap- 
pointed. And if it comes up with a charter that is acceptable to the 
city council and the county commission, it will be on a ballot in No- 
vember 1996. 

Mr. Mica. We appreciate your testimony, Mr. Fox, and we will 
see if we have some questions. I think Mrs. Myrick had some first. 

Mrs. Myrick. Jerry, have you not been a pilot program for the 
State relative to the delivery of the welfare services and a lot of 
what has happened within that area? Are you not doing something 
special there? 

Mr. Gerald Fox. It is primarily in developing information sys- 
tems, computer based information systems to tie — to allow us to 
better carry out the services, as well as to directly tie into the State 
system for recordkeeping and information and things like that. 

Mrs. Myrick. But how is it working? I mean, are you satisfied 
with what is happening with it, or is it boggled down in bureauc- 
racy? 

Mr. Gerald Fox. It is — we have had problems with it because, 
again as Mr. James indicated, we are looked at as a kind of the 
State of Mecklenburg, and the systems that might be needed here 
are — might not be needed in 90 of the other 100 counties because 
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of their size and complexity. So the State has a difficult time in ac- 
cepting a system from Mecklenburg County when it does not real- 
ly — 

Mrs. Myrick. Apply? 

Mr. Gerald Fox [continuing]. Fit the other — the counties’ needs. 

Mrs. Myrick. Would you be willing to share — and I know you do 
not have time today to do it — ^but to share something with the com- 
mittee in writing, if the chairman is in agreement, on your view 
of^, you know, what we are getting ready to do relative to Medicaid 
and the welfare proCTams that are coming back to the States, from 
your viewpoint, on uie local level, of things that you believe would 
be helpful from us as this is happening? 

Mr. Gerald Fox. Yes. In fact, this past Tuesday at a regular 
meeting of the board of county commissioners our director of social 
services presented an overall view of the Governor’s or the State’s 
work program, as well as the welfare — proposed welfare reform 
proposals, and we are making comments to both the State and to 
appropriate Federal committees, and we would be happy to provide 
that information to this committee, also. 

Mr. Mica. We would appreciate that, and if you would do so it 
will be made part of the record. 

Were there additional questions, Mr. Spratt? Mr. Fox? Fox and 
Fox. 

Mr. Fox. Mr. Fox for Mr. Fox. It is kind of a family thing. 
[Laughter.] 

I would ask you, Jerry, whether the Federal Government should 
be establishing additional incentives to expand privatization? Do 
you — is there any way we can be assisting you in that effort or is 
there — existing laws are sufficient? 

Mr. Gerald Fox. I think our existing laws are more than suffi- 
cient to be able to do this. You know, privatization is not an easy 
process, and I think you heard some of that this morning. You have 
got employees and benefit programs and quality assurance issues 
that need to be addressed. But I think we have got enough statu- 
tory authority to do this if we have the will to do it. 

Mr. Fox. 'ITiank you. 

Mr. Mica. Any additional questions? 

Well, we thank you for your contribution, for your comments on 
some innovative programs, and look forward to your additional 
written testimony. Thank you, sir. 

Mr. Gerald Fox. By the way, I — we just had our seventh grand- 
child last night. Sue, at 11:04. 

Mrs. Myrick. Wonderful. 

Mr. Gerald Fox. So, 

Mrs. Myrick. A boy or a girl? 

Mr. Mica. Congratulations. 

Mr. Gerald Fox. It is a girl, Gabrielle LaRatta. 

Mrs. Myrick. Congratulations. 

Mr. Gerald Fox. Tampa, FL. 

Mr. Mica. Increasing the voter remstration in my State. 

Mr. Gerald Fox. It is not a Mr. Fox — not another Fox, Mr. Fox, 

Mr. Fox. Well, I am sorry to hear that. 

Mr. Mica. Thank you so much. 
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Mr. Fox. Lone as the baby is healthy, that is all that coxints. 

Mr. Mica. I think the way they are doing this, they have given 
me this little packet here and I am going to call the next number 
here, 9516553. 6553, whoever has that, are they still here? 

[No response.] 

Mr. Mica. OK Well, let us try another one. We have 9516557. 
Yes, sir. And if you would come over to the mic. And if you could 
identify yourself and if you are with any organization — represent- 
ing any organization we would like to know that for the record. 

Welcome. And you have about — we try to limit the presentations 
to 5 minutes, if you could. Thank you. 

STATEMENT OF CONRAD POGORZELSKI, GASTONIA, NC 

Mr. POGORZELSKI. Well, Mr. Acting Chairman, I have a handi- 
cap; I am a slow talker. So take this into consideration. 

Mr. Mica. I am, too, but we will deal with that. And if you could 
identify yourself, again, and 

Mr. POGORZELSKI. My name is Conrad Pogorzelski. I am from 
Gastonia, NC. 

Mr. Mica. Thank you. 

Mr. Pogorzelski. And your chairman opened up the opening 
saying that he would like to learn or your group would like to learn 
from success stories. I hope this group is keeping an open mind be- 
cause there are not success stories that need to he addressed, such 
as the savings and loan government bailout. 

That — my expertise is in transportation. I have been a transpor- 
tation consultant, arbiter, started with various trucking companies 
back in 1969. Anyway, I will go back to 1980. 1980 there was a 
motor act. Before 1980 transportation was such — surface transpor- 
tation, motor — ^to where carriers had exclusive rights to areas. The 
1980 Motor Act changed that to where there was a zone of freedom 
opening up the motor industries to private enterprise. Truckload 
carriers, g^sy carriers; this made a carrier easy to go in business 
and start in the industry. 

Since 1980, 60-something percent of motor carriers have gone 
bankrupt. When this law was passed, 1980 Motor Act, the adminis- 
tration that was going in was hostile to regulation. They wanted 
a deregulation atmosphere. So the administration appointed ICC 
commissioners that were for deregulation, even though there was 
a zone of freedom in the industry. 

These commissioners were appointed by the executive depart- 
ment with the sole purpose of eventually deregulating transpor- 
tation. They — the commission got the majority somewhere about 
1984 or 1985, and then started to add their agenda into the admin- 
istration part of the Interstate Commerce Commission that was 
hostile to what the Federal Code was of regulation. They had their 
own agenda. The executive part of the department and the judicial 
were not in agreement. Are you that wav today? Interesting ques- 
tion. In other words, to make things work you nave to be in agree- 
ment with the three parts of government. 

Getting back to the 1980 Motor Act that opened up a zone of 
freedom, we have Interstate Commerce commissioners being ap- 
pointed that is hostile to what is written in the books as the laws. 
They passed a few regulations opening up discriminating agree- 
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meats. These things that were passed by that commissioner — those 
commissioners started to create problems with the industry. With 
the lack of responsible jurisdiction of the Interstate Commerce 
Commission, all of a sudden carriers freely started to negotiate 
above and beyond the statute — the legal laws. And this created a 
problem to where the bankrupt carriers went bankrupt. 

The courts that took over the bankruptcy, the trustees deter- 
mined that these carriers were not filing their tariffs properly with 
the Interstate Commerce Commission, and therefore the courts, 
through the final rate doctrine, came back and balance dues ship- 

E ers bunches of money, to where it began to create several hundred 
illion dollars in balance due shipments, freight rates. Correction, 
almost three-quarters of a billion dollars. 

Congress was addressed to solve this problem. And it took 3 to 
5 to 6 years before they figured out that we will pass a 1993 Rate 
Negotiated Act. What this will do is any small shipper that has a 
balance due against a bankruptcy court, that if they are a small 
business under several million dollars, that they will not have to 
pay any of this money back to the trustees of the company, of the 
bankrupt carriers. Companies larger than several million dollars in 
assets would have to pay a pro rated portion of it, 17 percent of 
their balance due bills. 

This was the remedy from the Interstate Commerce Commission 
not p^ing attention and having sincere people abiding by the Fed- 
eral Code of Reflations. The administration was hostile to the 
laws and had their own agenda. 

Anyway, the 1993 Motor Act supposedly corrected the problems 
of the balance due. But it started to create another problem. The 
1993 Motor Act — ^well, the solvent carriers that are still in busi- 
ness, the motor carrier says, well, if we let you put in this legisla- 
tion what you going to do for us? Well, we have a statute of limita- 
tion of filing overcharges, of freight overcharges. And, you know, if 
you can reduce that statute of limitation from 3 years to 18 months 
we will not say anything against you. Fine, that was agreed upon. 
The 1993 Rate Negotiated Act was passed, and therefore there was 
a remedy; small businesses did not have to pay the balance dues. 

Now comes 1994, Tiara. This motor act addressed the 1993 Rate 
Negotiated Act to where if carriers now go bankrupt and they do 
not have a — if they do not have a filed rate somewhere but it was 
an agreed rate, that if the shipper or the carrier would get a bill 
and this was a disputed bill, that the Interstate Commerce Com- 
mission would have a statue of 6 months that if you had a com- 
plaint, a contested rate, you can file with the Interstate Commerce 
Commissioner and therefore you have — had a valid remedy on a 
bankrupt carrier or a solvent carrier. And it worked both ways. 

Mr. Mica. If you could begin to summarize we would appreciate 
it. And we also will give you the opportunity to submit some writ- 
ten suggestions or comments on this matter. 

Mr. POGORZELSKI. Well, all in all, the Interstate Commerce Com- 
mission is trying to be dissolved by this Congress this year. There 
are things that need to be resolved right now in that Interstate 
Commerce Commission department that are not being resolved; 
and until they are resolved, the portion of the responsibility of the 
ICC is going to go to the Department of Transportation and bring 
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those problems there. And it needs to be resolved before, or for that 
ship to be put in order. 

Mr. Mica. Well, we appreciate your comments and they are very 
timely. And ICC is scheduled for possibly a phaseout, and it is im- 
portant that some of the laws be brought into synch. You have 

r 'ven us a good history of some of the problems. Quite seriously, 
would appreciate your providing us with your written rec- 
ommendations. And I think we can share them also with — I serve 
on the Transportation Committee. We would be glad to look at 
those. But we appreciate your comments. There have been some 
problems in the past, and maybe your suggestions can help us cor- 
rect them. 

Did any of the members have any questions of the witness? 

[No response.] 

Mr. Mica. We thank you. 

Mr. POGORZELSKI. Thank you. 

Mr. Mica. And let me see, I am doing our next little pick here. 
9516560. 6560. All right. We thank you. If you could please identify 
yourself, you are welcome. 

Mr. Seiler. Thank you. 

Mr. Mica. And try to summarize, if you can, in — within 5 min- 
utes. 

Mr. Seiler. Yes. 

Mr. Mica. And we will be glad to take written comments. 

Mr. Seiler. I will be as succinct as possible. 

Mr. Mica. Thank you, sir. 

STATEMENT OF MARK SEILER, GASTON COUNTY, NC 

Mr. Seiler. My name is Mark Seiler. I am a resident of Gaston 
County and serve on the Gaston County Planning and Serving 
Board, and I am also a member of the Libertarian Party. I come 
here as an individual and my views do not necessarily reflect those 
of the party as a whole. I will take either credit or blame for the 
ideas. 

Mr. Mica. I am a Republican and my views alwtys do not rep- 
resent the Republican Party. But you are welcome. Thank you. 

Mr. Seiler. OK I certainly hope in the not-too-distant future 
that we can add to what Mr. Spratt opened with this morning and 
have tripartisan coalitions on working toward downsizing govern- 
ment. 

First of all I would like to make a comment on the public/private 
partnership, very briefly. I see there is a lot of encouragement for 
this. I certainly nope this does not become a government spoils sys- 
tem for those private entities that wish to go along with govern- 
ment to benefit themselves. Just a caveat there. 

I guess I would like to start by saying government is like kudzu. 
You bring it in trying to solve a problem; and before you know it, 
it has completely taken over and it is nearly impossible to get rid 
of. 

A recent survey that I saw stated that approximately 50 percent 
of citizens are getting their primary source of income from a gov- 
ernment check. And this is very frightening in my mind because 
Gaston County recently did a survey of county employees during 
the budget period when the county commissioners were trying to 
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reduce the size of government by 5 percent. One of the comments 
that came back was that the government employees need to band 
together to elect the right kind of people so that government will 
not be downsized. This to me is very frightening, not only at a local 
level, but at a State and a Federal level. 

Every year 7 to 10 percent of government employees either quit, 
retire, or die. I think what needs to be done, first of all, is to initi- 
ate a hiring freeze of Federal employees. This would give us a 7 
to 10 percent reduction in government employees each year as an 
ongoing basis. 

But what I would like to propose is even more radical than that. 
Ten years ^o the idea of abolishing the IRS was considered un- 
thinkable. Thanks to people like Senator Lugar and Bill Archer of 
Texas, this idea is no longer so crazy. It is becoming mainstream. 
I hope the idea that I am going to present to you, though it may 
seem extremely radical today, in another 10 years may seem very 
do-able. 

There is a lot of effort going toward term limits for elected offi- 
cials. I would like to see this concept extended to government em- 
ployees. That is, limit government employees to 10 years in govern- 
ment at the Federal level, or perhaps encompass this at both the 
State and local levels, as well. And at the end of that 10 years they 
would receive as their retirement and severance package 1 year’s 
pay equal to their highest year’s earnings. That is it. No medical 
care when they reach 65, none of the retirement benefits that they 
are currently getting. I think this can be phased in with a series 
of measures for people who have already been in government 25 
years or more not to subject them necessarily to the entire brunt 
of this particular idea. 

But over the long term I think it is important that we give back 
to the individuals, and not unelected bureaucrats, the power to run 
one’s life. And I see if we get a term limits situation for the elected 
representatives, that career bureaucrats are going to be calling the 
shots and they cannot be gotten rid of, as has been pointed out pre- 
viously. And I think this is something, again, I think it is — ^you 
may consider it a very radical idea now, but ^ve it some thought 
ana perhaps in a few years it will not be so radical. 

Because the Constitution, as you are aware, is a “middle of the 
road” document, it is not a raaical piece of work. This is a com- 
promise between the Federalists and the Anti-Federalists. We need 
to get back to this document. And I will answer any questions 
about the proposal for down — or limiting terms for government em- 
ployees if you have any questions. 

Mr. Mica. Well, we appreciate your comments and your testi- 
mony. And I will yield to Mr. Davis for a question. 

Mr. Davis. Mr. Mica of course is the chairman of the Civil Serv- 
ice Subcommittee, so he might — I hope this does not come before 
us in his package this term, but 

Mr. Seiler. I did not say it was going to be easy. 

Mr. Davis [continuing]. They would work — they would work for 
the — and I have got 54,000 Federal employees in my district and 
I will sample that and see if there is any support. I think they will 
like the 1 year severance, but if you threw the health care in on 
top of that they would like it real well. 
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Are you saying they would work 10 years and then they are out? 

Mr. Seiler. Yes. Now, there would be three — excuse me — ^four 
exceptions to this. 

Mr. Davis. OK. 

Mr. Seiler. The military; the judiciary; and Federal law enforce- 
ment, which should be rolled back, as well; as well as foreign serv- 
ice. 

Mr. Davis. How about cancer researchers and people like that? 

Mr. Seiler. I do not think it is the legitimate function of govern- 
ment to be in medical research. 

Mr. Davis. The NIH? Well, I do not, either, most times. But 
there will be some of the areas you will never get into if you — be- 
cause there are so few cases in certain areas that you will never 
get into if the Federal Government does not at least fund some re- 
search grants. But I appreciate the innovation there. I do not think 
that I am ready to embrace it yet, but — [laughter.] 

Mr. Seiler. Well, like I say, 10, 15 years ago no one was willing 
to embrace the idea of abolishing the IRS, and now it seems to be 
a very popular idea. I hope this one receives the same consider- 
ation over the years to come. 

Mr. Davis. Thank you. 

Mr. Mica. Well, I welcome your testimony. It is certainly refresh- 
ing and interesting. He only represents 54,000 Federal employees. 
My ranking member on my subcommittee has 116,000 Federal em- 
ployees and retirees. 

Mr. Spratt. Not me. 

Mr. Mica. Not Mr. Spratt, Mr. Moran from Virginia. 

Anyone else have any questions? 

Mr. Spratt. I have two questions. 

Mr. Mica. Go ahead. 

Mr. Spratt. The first is: I commend you for vour lo^cal consist- 
ency because I think there is some truth — ^you believe in term lim- 
its for elected officials, you better believe in them for non-elected 
officiq[ls because they will take a greater role in running the gov- 
ernment, especially in the administration of the Congress if you 
have term limits. I do not agree with you, but I think you are logi- 
cally consistent. 

Second, I would just be curious to know how a Libertarian gets 
along on a planning and zoning commission? [Laughter.] 

Mr. Seiler. Better than you might expect on a commission. How- 
ever, it is a goal of mine to see if we cannot improve the concept 
of property rights as it relates to planning and zoning, and return 
that to the property owners as opposed to the — again, the unelected 
bureaucrats. 

Mr. Spratt. You believe in the process? 

Mr. Seiler. I have seen a lot of problems with the process. 

Mr. Spratt. I agree with you about that. 

Mr. Seiler. Zoning — what is called, as you — I believe it is 
euclidian zoning is what we have in Gaston County, and I see it 
as a very divisive tool in — among the residents of the county, pit- 
ting neighbor against neighbor. 

i^d when in reality it is set up to protect, allegedly, an individ- 
ual’s property; but it is pretty much an “anything goes” process. If 
you know the right people, if you say the right things you can get 
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your — get Wiiatever you want. So it is somewhat pointless. I would 
rather see a zoning ordinance based on the concept of trespass as 
opposed to preemptive restrictions on an individual’s ability to use 
their property as they see fit. 

Mr. Spratt. Well, thank you for coming with your provocative 
ideas. I appreciate it. 

Mr. Seiler. Thank you for your time. 

Mr. Mica. Well, we thank you and appreciate your comments, 
and would welcome any additional written comments if you would 
like to submit them. 

Let us see, our next pick here is 9516554. Come right up, and 
if you could also, as I said, identify yourself. Welcome. 

STATEMENT OF TOM ROGERS, CONCORD COALITION 
CITIZENS COUNCIL OF NORTH CAROLINA 

Mr. Rogers. This may be the closest I will ever get to, “Come 
on down.” [Laughter.] 

Thank you. 

My name is Tom Rogers. I am here representing the Concord Co- 
alition Citizens CouncH of North Carolina. I hope most of you real- 
ize — I think most of you do — that the Concord Coalition is a non- 
partisan grassroots organization dedicated solely to eliminating the 
Federal deficit. I did not come here with a success story, quite hon- 
estly. I am here rather to commend you, to encourage you, to hope 
that you become a success story, because to the extent that you 
downsize there is a greater than even chance that we will get to- 
ward eliminating the deficit. And so that is something that we are 
venr interested in. 

We believe that the deficit must be eliminated if lifestyles are to 
stop eroding, if our children and grandchildren are to face some 
prospect of enjoying — of working for themselves in the future in- 
stead of spending so much of their time paying for past consump- 
tion. 

You may not realize that this is the second event in Charlotte 
this week dealing with Federal spending, at least the second. Two 
days ago the Concord Coalition’s Debt Clock, this 24-foot mammoth 
counter, spent a day at the University of North Carolina in Char- 
lotte. And during the course of that day several hundred students 
stopped to talk with volunteers of the coalition at the clock, and 
perhaps for the very first time in their lives began to realize just 
what this debt is going to mean to them. It is kind of discouraging 
for a young person to realize that an awful lot of the money they 
send to the government will be required just to pay for the debt, 
just to service the debt. And the sooner we stop adding to that, the 
better chances they are going to have of enjoying life. 

I talked to my son the other day who is a 30-year-old computer 
expert, and he told me about going out beyond his regular job to 
find extra work. And then we talked a little bit about this. And 
his — ^his comment was, “I am not working hard for that.” And that 
is right; he should not be working hard to pay for today’s consump- 
tion. 

So I commend you. I encourage you to go on. The Concord Coali- 
tion has its own suggested Zero Deficit Plan which you may have 
seen. We think it is a fair plan, it is a thorough plan. I would be 
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happy to leave it with the committee if you have not seen it. Some 
of the things you are suggesting with the Department of Commerce 
are in there. We agree with them, and we go a little farther. 

But let me just issue a couple of concerns. The savings that you 
identify really should be real, not illusionary, not illusory. Jobs 
should disappear, offices should close, buildings should be sold. The 
savings should not be temporaiy. You know, this is a long problem 
and — and we should not make it possible for someone — or too easy 
for someone to come back next year and undo all the pain that you 
are going to go through. 

And third, the savings really should be dedicated to eliminating 
the deficit. Do not let them slip off into some new use. It would 
really be a shame if all of your efforts and all of the pain that will 
result does not solve one of our major problems. So thank you very 
much. 

Mr. Mica. Well, thank you. And let us see first if any of the 
panel — [applause.] 

Mr. Spratt. Could I say something? 

Mr. Mica. Getting some applause there. 

Mr. Spratt. Could I say something? 

Mr. Mica. Mr. Spratt. 

Mr. Spratt. Let me just take you down to where we are right 
now. 

Mr. Rogers. Yes. 

Mr. Spratt. Because I think it is too little noted. 

When President Bush left office, the week before he left office, 
January 13, 1993, as required by law he submitted “The Economic 
Report of the President.” If you will turn to page 69 of that report, 
you will see the projection of the Bush administration’s Office of 
Management and Budget for the deficit for fiscal 1993. The inter- 
mediate projection was $332 billion, fiscal 1993. We passed the 
Clinton budget and it was extremely unpopular. You know the 
margins were as narrow as they can get. And when fiscal 1993 was 
closed the deficit was not $332 oillion, it was $255 billion. 

When fiscal 1994 was closed, September 30, 1994, the deficit was 
$203 billion. This year, fiscal 1995 was closed, the official number 
is not exactly settled yet, but it is supposed to be around $160, 
$161 billion. That means from the projection that George Bush 
made on January 13, 1993, to September 30, 1995, we have cut the 
deficit in half. 

Now, Phase 2 is a dead necessity. It is absolutely required. And 
I urged the President last January to make that the theme of his 
State of the Union Message. I give the Republicans credit for moy- 
ing that initiative, and I think we will move to closure before this 
session is out on something that will take us into the second phase. 

But one reason I think we can go on to closure on the problem 
is that we did do something about the problem for which too little 
credit has been given in 1993. It has brought us from a projection 
of 332 to 161. That is half the way. 

Mr. Rogers. I agree. The Concord Coalition commends the Presi- 
dent’s leadership for doing that. 

Mr. Mica. We commend the President, too; also his recent state- 
ment where he said he raised taxes too much and did not cut 
spending, so we — I am right with him. [Laughter.] 



819 


Did anyone have another 

Mr. Spratt. Could I add just one more comment on that? 

Mr. Mica. No, Mr. Spratt, you had your chance. [Laughter.] 

Did you have a question, Mrs. Myrick? Mr. Bass. 

All right, now it is your turn, Mr. Spratt. 

Mr. ^RATT. I wrote the President a letter, for the record, since 
he blamed that on the congressional Democrats, saying we would 
like your budget a lot better and we would come closer to voting 
for it if you would cut more spending and raise fewer taxes. So 

Mr. Rogers. And the Concord Coalition does not care who does 
it but just that it gets done. 

Mr. Spratt. I agree. I agree. 

Mr. Mica. Well, we thank you for your testimony. You have liv- 
ened things up a bit, and we will go to our next witness here. 

Mr. Bass. Mr. Chairman, can the record show that the former 
senior Senator from New Hampshire, Warren Rudman, and former 
senior Senator from Massachusetts, Paul Tsongas, are the founders 
of the Concord Coalition, not the Concord Coalition. Concord Coali- 
tion. That is the Concord equivalent of calling Charlotte, Charlotte. 

Mrs. Myrick. I — may I explain that, because we have a Concord, 
NC, compared — you know. Concord, NC, compared to Concord, NH. 
That is the problem around here. 

Mr. Rogers. There are two ways to spell Concord. 

Mr. Mica. Yes. [Laughter.] 

Well, again, we appreciate your testimony. And we will call next 
9516556. 556? If you will come right up and identify yourself, and 
again we would appreciate your trying to condense your remarks 
into 5 minutes. Thank you. 

STATEMENT OF LEROY PITTMAN, SMALL BUSINESS OWNER, 
UNION COUNTY, NC 

Mr. Pittman. Thank you, Mr. Chairman. My name is Leroy Pitt- 
man. I am a small business owner in Union County. I am also a 
county commissioner in Union County, have been for 5 years. 

What I want to address you about today, I am a 10th amend- 
ment — 

Mr. Mica. Would you give us your name? 

Mr. Pittman. Leroy Pittman. 

Mr. Mica. Leroy Pittman. Thank you. 

Mr. Pittman. Yes. P-i-t-t-m-a-n. 

I am a 10th amendment fundamentalist, and I think many of you 
folks are. Having served in local government. Representative 
Myrick and Mr. Davis, who is out of the room, can appreciate I 
think what I am getting ready to say in terms of unfunded man- 
dates. We at the local level certainly feel the pressure of the exist- 
ing unfunded mandates. I congratulate you for having taken the 
initiative to pass legislation in the 104th to prohibit future un- 
funded mandates. But we are still very, very concerned with the 
existing mandates that are on the books that put pressure on us 
at the local level. 

I for one feel that we are the closest to the people in local govern- 
ment, obviously. We see our constituents every day in the res- 
taurants and in the malls and in the supermarkets, and they get 
to ask us questions every day and hold us accountable every day. 
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So my philosophy is if you indeed — and the chairman, Chairman 
Clinger asked, before he left, “Can we trust you?” of one of the 
other panelists. My reply would be, “Can you afford not to trust 
us?” People, as it says in the 10th amendment, are the final au- 
thority in terms of what powers they delegate to the government. 
So that is not to be argumentative, that is just to be positional. 

As you look at doing the other good things that you have done, 
you continue the progress, I would like to encourage you to look at 
some of the smaller programs, mandates, and waste — areas of 
waste in the Federal Grovernment. And I know that you are focus- 
ing on the big picture, the billions and billions of dollars. But I 
think there is an awful lot of millions and millions of dollars pro- 
grams that are wasteful or burdensome to the taxpayers that need 
to be identified and pursued aggressively in terms of their elimi- 
nation or the passing back to us at the local level. So I would en- 
courage you to do that. 

I congratulate you for what you have done so far. We are stand- 
ing shoulder to shoulder in our belief that the least government is 
the best government, and the closer to the people the better. And 
I thank you for having the opportunity to speak to you today. 

Mr. Mica. Well, we thank you, and thank you for being on the 
front line. Did anyone have any questions? 

[No response.] 

Mr. Mica. All right, well, we will let you go. But we do appre- 
ciate your comments. And we will call another witness here. We 
have got 9516546. 546. OK. Well, is he coming down? Speak now 
or forever hold your peace. [Laughter.] 

STATEMENT OF CHRIS SPRUYT, WAKE COUNTY, NC 

Mr. Spruyt. Hi. My name is Chris Spruyt and I came to speak 
just as a private citizen. I worked on a group called the Wake 
County Citizens Task Force in Wake County, which is where Ra- 
leigh, our State capital, is. 

Mr. Mica. Could you give us your name one more time so we 
have it for the record? 

Mr. Spruyt. Yeah. It is Chris Spruyt. 

Mr. Mica. Thank you. 

Mr. Spruyt. It is S-p-r-u-y-t. 

Mr. Mica. Thank you. 

Mr. Spruyt. This task force was involved in finding ways to 
downsize our county government. And it was a tripartisan group of 
people. And we succeeded in helping the county to lower our county 
taxes 2 years in a row. And we now have I think the lowest taxes 
in the triangle area. 

But the main things we were looking at is, you know, what serv- 
ices that are currently provided by government can be provided by 
private means, whether it is businesses or charities or other vol- 
untary associations. And the thing I do not hear mentioned by peo- 
ple in the government — usually not at all, and if ever it is very 
rare — is that the main difference between the way government 
does things, the way private organizations do things is private or- 
ganizations rely on voluntary interactions. 

If you do not like a service or a good that a business is providing, 
you do not have to buy it. No — they are not taking your money by 
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force and you are not — ^you can go to one of your competitors or you 
can choose not to buy the service at all. And anybody in any kind 
of organization tends to be responsible to the person or people that 
they get their money from. So in the case of private interaction, if 
it is a business they are responsible to their customers because 
they know that the customer has a choice whether they give them 
the money or not in exchange for the good or the service. If it is 
a charity they are responsible to their donors, because they know 
if they do not do a job that their donors thinks is good enough, the 
donors do not have to give them their money. 

Now, government is the exception. Well, government and crimi- 
nals are the exception, in that the people paying for the goods and 
the services do not have a choice of whether their money is taken 
for that good or service. And for that — that is the key reason why 
governments tend not to be effective at providing the things people 
want and private organizations are effective. 

And I just — I am very bothered by the fact that I do not hear 
people in the government saying that, so what that tells me is they 
either do not realize that that is the case, or they think that they 
have a right to take our money and they know what is best for us. 
And I guess what I would like to see happen is as much of govern- 
ment as possible be — the things they are doing be taken out of the 
government, and if people still want those things let them pay for 
them themselves. In the meantime, do not take as much of their 
money and they will be able to afford to pay for these things them- 
selves. 

So just to give you one small example, if— this is probably not a 
good example. But let us — seat belt laws. I always wear seat belts, 
not because it is a law but because I believe I am safer wearing 
them. But if the government did not have jurisdiction over this, 
whether or not somebody wore a seat belt, how many people do you 
think would be willing to pay their own money to have somebody 
else be forced to wear a seat belt. 

I mean, that is just one small example, but pretty much you can 
ask the same question about any service the government provides. 
And if it is something people are willing to pay for, like having 
mail delivered there is no reason why the government has to have 
that service. If it is something people are not willing to pay for, 
then the question is why should anybody do it. And I guess that 
is all I have to say. 

Mr. Davis. Well, I appreciate your comments. In fact, Mr. 
McHi^h, who chairs the Postal Service Subcommittee, is going to 
be doing some hearings on the question you raised. Do any of the 
members have any questions? 

[No response.] 

Mr. Davis. We thank you again for your comments and your tes- 
timony, and I am going to excuse you and call the next witness. 
Let us see, we have got 9516549. 549. Yes, you can use this one. 

Welcome. And if you could identify yourself for the record we 
would appreciate it. Thank you. 

STATEMENT OF FRANK GILREATH, CHARLOTTE, NC 

Mr. Gilreath. Thank you. My name is Frank Gilreath. I live 
here in Charlotte. I am a volunteer for the International Executive 
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Service Corps, lESC, headquartered in Stamford, CT. And in that 
connection, I have been on six projects, three of which have been 
to Poland working with the Polish government in privatizing State- 
owned industries which has been focused primarily in marketing, 
shifting from a central planning to a free market system. 

I would like to share with you my own personal experience with 
USAID. This is an excellent opportunity for aid, foreign aid to be 
examined. 

Personally, I am very much a global person and I feel that for- 
eign aid is a very necessary part of the United States integrating 
its total effort in the world economy, particularly in the 21st cen- 
tury. Having said that, however, USAID needs close examination. 
Whether Senator McConnell and Senator Helms are right in dis- 
solving the agency and moving all this to the State Department is 
questionable and debatable. There are other agencies, as you know, 
that are on the table to be dissolved. 

Let me share specifically with an experience in USAID. Zim Man 
I stands for Zimbabwe Manpower Number One. I spent the first 
quarter of this year on a project in Zimbabwe, recruited by lESC 
at the behest of USAID. Zim Man I was a complete failure, by their 
own admission, by surveying some 1,100 people or companies; and 
the preponderance of votes were that it was a failure. It was a top- 
down, Washington based USAID designed program which was a 
failure. 

So what did they do? They came with Zim Man II. I was one of 
the four recruited by lESC to go to Zimbabwe and assist in Zim 
Man II, Let me describe briefly for you, very briefly, what we were 
charged to do. We were asked to develop a competency based train- 
ing program in Zimbabwe. Here is a clue of how far off base they 
were. Tnere was not an entity in the country of Zimbabwe skilled 
enough to develop this kind of a program. And a team of people 
were invited from South Africa to come in and develop this pro- 

f ram. It was targeted specificallv to indigenous small farmers. “In- 
igenous” in Zimbabwe is a code word for “black.” And/or indige- 
nous small manufacturers. 

To show you how far off base it is, Zimbabwe has a tremendous 
climactic problem. It does not have water. We are fortunate to have 
some 48 inches of rain in our area, some 4 inches a month. They 
have 2 or 3 inches a month, 1 month or 2 months a year. Water 
is a problem. You cannot train and teach, in CPT environment, 
farmers how to farm if they do not have water. We have completely 
wasted our effort in Zim Man II, in my opinion. It is a very in- 
volved program. 

But let me encourage you to look not only at USAID, look at the 
U.S. Information Agency and other agencies that McConnell and 
Helms are saying to disband or to ^ift — downsize and to shift 
their responsibility to — in the case of foreign aid, to the State De- 
partment. 

My time is up. I congratulate you on disbanding the commerce — 
ICC, the Commerce Department. Let us look at HUD, let us look 
at Energy, let us look at Education, let us look at a whole variety 
of — not completely cut these programs out, but downsize the Fed- 
eral Government, send these back to the States and local govern- 
ments to where we can really do something with it. 
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On foreign aid, let me encourage you to vote for and support aid 
that goes through volunteer organizations. You will get at least a 
50 percent leverage because these people will volunteer their serv- 
ices. Thank you. 

Mr. Davis. Thank you very much. Any questions from the mem- 
bers? 

Mr. Spratt. 1 think the gentleman expressed a sentiment that 
a lot of us share, and yet you sort of leave us waiting for the second 
shoe to drop wondering what sort of organizational structure is the 
right structure to accomplish the goals we seek. I think we have 
a responsibility, I think there are benefits that flow back to our 
country from the right kind of AID program. And I do not think 
belongs in the State Department. I am not sure merging the State 
Department with AID — that they have different functions and mis- 
sions. 

So would you take just a second, tell us where you think — what 
can we do to the structure of the organization of AID to accomplish 
the goals? Should it be an intermediary to ferret out these PVO’s, 
these private voluntary organizations and simply be a conduit to 
get the money to the right PVO’s for the delivery of foreign aid 
services? 

Mr. Gilreath. It would be studied and examined. I am not sure 
it should go back to State, either. I think the jury is out. But it 
should be studied because this is a bureaucracy that has been al- 
lowed to grow for some 30 or 40 years without this examination. 
And it is layered. There is no way you can say that they have five 
layers in USAID. It is just a bloated bureaucracy that ought to be 
studied and evaluated and restructured. Maybe go to State, maybe 
not. State itself has a problem. So I am not sure that we want to 
exacerbate State’s problem by dumping USAID type problems on 
top of State. But certainly AID needs to look at. 

And I am not a supporter of eliminating aid. To the contrary, I 
am very much a support of foreign aid. 

Mr. Spratt. Thank you, sir. 

Mr. Gilreath. Thank you very much. 

Mr. Davis. Mr. Bass. 

Mr. Bass. Mr. Chairman, I just want to commend the gentleman 
for his testimony and his interest and concern about this issue that 
brought him down to this hearing to bring it to our attention. And 
I am hopeful that your testimony will be made available to the 
committees of jurisdiction that are dealing with this issue because 
it is through example and through input that we get from individ- 
uals, concerned individuals like you that we are able to make sub- 
stantive and productive changes in the system. And I just want you 
to know I am very interested and appreciative of your testimony. 

Mr. Davis. Without objection, that testimony will be shared with 
the appropriate committees on the House ana Senate side. Thank 
you very much. 

We now move to the panel 3 and we have two very distinguished 
witnesses. First we have Mr. Barney Lawson, who is the founder 
and owner of Modern Management Inc. He has had a very distin- 
guished career in providing management consulting advice to local. 
State, and Federal entities both in the public and private sectors. 
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And Mr. Chris Rolfe, who is the vice president of organization ef- 
fectiveness at Duke Power Co. and has worked in various engineer- 
ing capacities since joining the company in 1972. He is also a direc- 
tor of the North Carolina Quality Leadership Foundation. 

Mrs. N^ick. 

Mrs. Myrick. Barney, I wanted to say something to you before 
you start. Because, you know, you have been doing this for so long 
and you have seen so many groups and organizations that you have 
given expertise to, who have ignored it and put it on a shelf. And 
I want you to know that this panel, who is — that is here today, is 
dead serious about doing something, and will seriously take your 
remarks to heart. Because we are digging in our heels and we want 
to make changes. And so I wanted you to know that ahead of time 
so you did not think that you were wasting your time one more 
time by taking time out of your day to come and share with us. 

Mr. Lawson. Well, thank you. Sue. 

Mr. Davis. Mr. Lawson, I do not know how I would take your 
remarks. I have not heard them yet. But assuming they are of the 

substance and quality that 

Mr. Lawson. Sue says that it is right. 

Mr. Davis. Assuming they are of that substance and quality 

Mr. Lawson. And I want to thank you for asking me to come 
here. I did not know why I was asked because I did not know 
whether I could contribute anything. 

Mr. Davis. Well, thank you. I 

Mr. Lawson. Do you want to swear us? 

Mr. Davis. Mr. Lawson, you were — yes, we have got to swear you 
in. Thank you. I do not have the script in front of me. Just raise 
your right hand. 

[Witnesses sworn] 

Mr. Davis. Who wants to go first? OK, Mr. Lawson. 

Mr. Lawson. Pardon me? 

Mr. Davis. We will let you go first. 

Mr. Lawson. Me? 

Mr. Davis. Have you first in the interest. 

STATEMENTS OF BARNEY LAWSON, FORMER OWNER, MODERN 
MANAGEMENT, INC.; AND CHRISTOPHER ROLFE VICE PRESI- 
DENT OF ORGANIZATION EFFECTIVENESS, DUKE POWER 
CO. 

Mr. Lawson. Well, I do appreciate very much having the oppor- 
tunity to come here. And as Sue knows, I usually do not take just 
5 minutes, but I will. 

I have been in the consulting business and I would like to speak 
to you not as somebody who is involved in government or who has 
any vested interest in seeing government go one way or the other. 
Over the years in the management consulting business — incidently, 
I was in that business before unemployed executives were called 
consultants. [Laughter.] 

I have worked in — throughout the world in 

Mr. Davis. It was a much smaller field then, was it not? [Laugh- 
ter.] 

Mr. Lawson. I worked throughout the world, and a lot of our cli- 
ent — most of our clients are private business clients, utility compa- 
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nies, industrial plants, and other business organizations. Also we 
have had a tremendous amount of experience in Federal, State, 
and local government activities. 

I am sort of a shop floor guy, sort of from the bottom up. And 
our main expertise in our firm is in helping clients to develop and 
implement programs to control work, work management. And we 
have had a CTeat deal of experience. 

I have a uttle story to tell about some experiences we had with 
one government agency which I think will hring home where we 
come from in terms of what you can do in order to make govern- 
ment work better. About 4 or 5 years ago we acquired a couple of 
large contracts with the U.S. Postal Service. They were multi-mil- 
lion dollar contracts, and they were important ones. We were asked 
to work with the Postal Service people to develop and implement 
in some pilot post offices improved work management programs for 
their maintenance and custodial activities. I believe the Postal 
Service has somewhere in the nei^borhood of 75 to 100,000 people 
working in these activities throughout the country. 

We did successfully develop these programs and train the per- 
son — the Postal Service personnel to implement them in areas 
other than the pilots where we had worked with them. Nothing 
happened. 

Meanwhile, by coincidence, we got another contract during this 
same period with the United Parcel Service which, as you know, 
is in a way a direct competitor of the U.S. Postal Service. And we 
did the same thing; we helped them to develop work management 
programs for the maintenance of their equipment and facilities 
throughout the countiw. And we piloted one area with them, and 
within 6 months they had carried it around the country to all their 
other facilities. And they saved a lot of money. If the Postal Service 
had carried it through they would have been able to reduce their 
force by some 2 to 3,000 people, and the savings would be between 
$75 and $100 million a vear. 

OK, why did one work and not the other? The one did not work, 
the Postal Service did not work, I believe, because of the fact that 
the unions were very militant and were right on top of this thing 
from the word “go”. We met with the union leadership, national 
union leadership throughout the program trying to convince them 
what would happen. 

Mr. Spratt. Could I interrupt you? I just 

Mr. Lawson. Yeah, sure. 

Mr. Spratt. The striking thing about that is UPS is organized 
also by the Teamsters, who are not known for being 

Mr. Lawson. This is the story that I want to tell. 

Mr. Spratt. OK. 

Mr. Lawson. I mean, I think this is a good point, Mr. Spratt, 
that they were able to convince their unions this is a good program 
for all of us. But the Postal Service unions insisted and won the 
day ^ convincing the management of the Postal Service that they 
would go along with the program as long as the attrition rate was 
used to reduce force. And the attrition rate in the Postal Service 
is pretty low because of the high benefits and the salaries that are 
there. As a result, they could not have reduced it by 2 to 3,000 peo- 
ple for a long period of time. 
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Now, you are exactly right. I have worked with numerous organi- 
zations. We work with some utility companies like Consolidated 
Edison of New York and Commonwealth Edison in Chicago and 
Cleveland Electric Illuminating. They are all highly unionized. And 
the managers there have been able to work with the unions and 
convince them that we have got to work together to do this thing. 
And I think this is the difference between government and private 
business. I mean, they do work. 

Through the years I have seen a lot of things go bad because of 
bad union. And there are bad managements in private business. 
Not bad managements, but managements that knuckle under and 
they are afraid to step out and do what is right. And a lot of those 
businesses go belly up. And I can point one to you that has a good 
local affiliation, and that is Eastern Airlines. The union killed that 
company. 

So I want to encourage you to continue. I do not think that our 
approach of coming from the bottom up with work management 
programs is going to get you where you want to go in the foresee- 
able future — in the future. You have got to start from the top down 
and you have got to be strong. You have got to look at the govern- 
ment as a big elephant. And if you eat an elephant you do not take 
it one bite at a time, but you have got to take some pretty big bites 
if you are going to get anything accomplished. 

And so I encourage this committee to follow through and to do 
everything they can to do this. There are a lot of community — or 
local governments around this country, and State governments that 
have done fantastic things in the last 4 to 5 years. And they are 
not all Republican-led people. But those that are successful are 
those that have strong leadership and a commitment by that lead- 
er. 

And I cite for Indianapolis; Chicago, with Mayor Daley going in 
there and doing some real cutting and privatizing; Philadelphia, 
with a Democratic mayor who has done a good job on that; the 
State of— the State of Massachusetts and Governor Weld in his 
downsizing approach; and the State of Michigan has also been 
very 

So there are a lot of places around the country that have done 
this thing. But as I look at them, every single one of them has been 
led by a strong elected official to make things happen. It will not 
happen with the bureaucrats. They do not want it to happen. I 
thank you. I am over my time. 

Mr. Davis. And is that idea still floating around, by the way, 
that you shared that the postal office would not implement? 

Mr. Lawson. Pardon me? 

Mr. Davis. Is the idea that you gave the postal office still floating 
around or is that now buried and gone and no longer useful? 

Mr. Lawson. I do not know. I could — I doubt it because people 
come and go. And the people who were interested in this — ^if I can 
take another couple of minutes I would like to tell you more about 
the Postal Service because it is related to Mr. Clinger’s question 
about technology in the government. 

Before we started to work with them they had undertaken to de- 
velop a software program to control these 75,000 people throughout 
the country. They worked 5 years and spent $16 million developing 
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the hardware. And then they — or the software, excuse me. And 
then they began to shop hardware for the thing. And they spent 
another couple years spec’ing the hardware and getting it all set 
to go, and they finally signed a contract with IBM for about an- 
other $15 million, and the software would not work in the hard- 
ware. 

So technology does not work all the time. I mean, I think the 
phone that Wendell White referred to is probably the place to start 
and then worry about these big things. I will stop and 

[The prepared statement of Mr. Lawson follows:] 
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Barney Lawson 
Modern Management, Inc. 

Charlotte, North Carolina 

Thank you Mr. Chairman for asking me to testify today. 

It was enlightening to hear other speakers talk about successes in reorganizing 
government units. I would like to give you some thoughts about controlling 
goveriunent costs from the eyes of a management consultant. 

I have been in the management consulting profession for 43 years. For the past 23 
years I have owned my own firm which serves clients throughout the world. These 
clients include numerous local, state, and federal agencies. Our work is in the area 
of assisting clients implement work management programs for the purpose of 
increasing productivity and reducing costs. 

Personnel salaries and benefits are major cost elements in almost all government 
activities. If they are controlled, costs for total activities are under control. Our 
clients in government have bad both successes and failures in implementing and 
using work management programs. Most failures to achieve results in government 
work management programs are caused by inaction either from fear of union 
pressures or loss of bureaucratic power. Our private business clients are motivated 
to follow-through to capture benefits. 

Let me tell you about a specific experience with cost improvements in govermnent. 

About five or six years ago Modem Management was awarded multi-million dollar 
contracts with the U. S. Postal Service. The objective was to develop and guide 
USPS personnel in implementing improved management programs for maintenance 
and custodial operations in all post offices. These programs were developed, 
documented, and implemented in five pilot sites. They successfully demonstrated 
that current work levels could be maintained with 2000 to 3000 less workers when 
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the programs were instaJled in all post offices. USPS did not expand the program 
and savings were almost non-existent 

Coincidentally, we also assisted United Parcel Service with maintenance 
management programs for all their sites by implementing in a pilot site. UPS 
rapidly expanded the program throughout the country and captured significant cost 
savings. 

Why wasn’t USPS successful? The unions fought tooth and nail to limit results. 
Management agreed that no layoffs would occur and force reductions would be 
limited to attrition rates. Attrition rates in the postal service are minimal and would 
not permit any significant savings. On the other hand, at UPS, management and 
labor were motivated to utilize the program to strengthen the financial health of the 
company. 

The purpose of this example is not to criticize the unions but rather managements’ 
unwillingness to sell them on the desirability of compromising. Many local 
governments with militant unions representing employees, have worked successfully 
with them to realize benefits. 

Your desire to reorganize, or downsize, the Federal Goveriunent is a noble and 
highly desirable goal. Reducing the size of the Federal Government can be related 
to eating an elephant. You can’t eat it all in one bite. It must be eaten a bite at a 
time. Work management programs are necessary to provide acceptable service 
levels at reasonable costs but we favor a top-down, rather than a bottom-up 
approach to reorganizing govenunent 
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It requires leadership and strong actions to revolntionize government activities. 

Most bureaucrats say that the only way to reduce budgets is to eliminate or reduce 
services. This is true to an extent and in the Federal Government there are 
numerous activities which serve limited special interests, or imbedded bureaucrats, 
which can and should be eliminated. 

There are many more activities which should be radically changed. Bureaucrats and 
politicians serving special interests protect these by accepting the present methods of 
delivering services. 

Chipping away at minutia is a forever exercise and will not result in any meaningful 
benefits. Strong actions are needed. They will not be initiated by interna] 
managements. Elected officials exhibiting powerful leadership are necessary to both 
initiate and assure success for government reorganization. 

Look at the local and state governments that have successfully captured major 
benefits for their citizens by reorganizing, privatizing, and controlling activities. You 
will find that, without exception, effective leadership by a chief executive has 
motivated bureaucrats, unions, and citizens to join together for the common good. 
Indianapolis, Chicago, Philadelphia, Massachusetts, Michigan, and others are prime 
examples of how business as usual is no longer acceptable in government. 

I hope the Committee on Government Reform and Oversight is successful in 
overcoming political, labor, and bureaucratic protectionism and will initiate and 
follow through with meaningful changes in operation of the Federal Government. 

Charlotte, North Carolina 
October 20, 1995 
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Mr. Davis. Thank you. We will have some questions for you, I 
am sure. Mr. Rolfe. 

Mr. Lawson. Sure. Sure, let Chris go. 

Mr. Rolfe. Again, my name is Chris Rolfe. I am with Duke 
Power Co. and I am the vice president of 

Mr. Davis. You were already ranked, what, the best, most effi- 
cient power — one of the two most efficient power companies in the 
country by one of your predecessors testifying. 

Mr. Fox. According to the taxicab driver. 

Mr. Davis. Yes. And the taxicab driver in — where was it? 

Mrs. Myrick. In Oregon. 

Mr. Davis. In Oregon said that. [Laughter.] 

Mr. Rolfe. Ex-employee. [Laughter.] 

Let me — what I am not going to do is read my statement. I 
would like to hit a few high points that I think may be germane 
to the committee. First is that we are not a government agency, 
and yet because of monopolistic situations we tend to act and feel 
and taste a lot like one. And if you slice us, in many ways we ex- 
hibit many of the same characteristics. So my comments I think 
are germane both ways. 

Second, the reason I am here is when Bill Lee called me and 
talked about this hearing, his point was how important it was to 
Duke, the citizenry, the people that we get government right. And 
Bill is passionate about that, and we share his passion. 

First, let me tell you what I am not going to talk about or not 
even my competency, and that has to do with privatization. By the 
way, in private inmistry we call that outsourcing. And what that 
really does is, that allows an organization to do one of two things: 
It allows you to focus on your core competencies, things you are 
good at and things that you are not good at. And every industry 
in America is wrestling with that right now. And at Diuie we are 
getting out of businesses we do not need to be in. And, for example, 
tree trimming, that is just not what we do well. We run plants 
well, we serve customers well. And as you get out of those and you 
focus on what you do well and you bring other people in to support 
you. 

The second thing is that when you outsource or privatize you 
bring the discipline of the marketplace to bear, which of course 
drives cost out and service up. My only point is we encourage that. 
That is a rigorous, disciplined process where the government has 
to decide what businesses it needs to be in and whidi ones not. 

What Bill wanted me to speak about was our approach to total 
qualitv management. And I understand that a lexicon and jargon 
are job security; I like to use the quote of Jim Baucon at Ford in 
1981 when Ford turned themselves around, and his comment to me 
was, “Chris, Ford has had 57 quality programs in the last 14 years. 
What we had to figure out was how to do our jobs right.” So when 
I use the term “total quality management,” I am talking about 
doing things right. Of course, as Jim went on to point out, “V^at 
works in Tokyo will not work in Dearborn; what works in Detroit 
in the car industry will not work in Charlotte in the utility indus- 
try. That is your job; you go home and figure that out.” 

In the late 1970’s Duke Power’s costs were rising, our technology 
was mature, our customer satisfaction was eroding, prices were 
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going up, and it was not the best of times in the utility industry. 
Needless to say at Duke, we also had something that we called “we 
ran out of cash.” And if you have lived around the power company 
you never want to do that twice. It is carved in stone in the execu- 
tive offices. 

In 1988, we had our first corporate-wide layoff. Now, to some ex- 
tent — and you have heard this from other folks here today — ^is that 
utilities, like the government, feels a lot like lifetime employment. 
And to our teammates at Duke that was a draconian event and 
great pain and great questioning the mission of the institution. 

That led us in 1990 to pursue a path of continuous improvement. 
But I will tell you that we approached it holistically, not proCTam 
of the month. You must fundamentally change the culture ana na- 
ture of the enterprise because all of the good ideas that can be im- 
plemented, the system, the bureaucracy just eats up like Pac Man 
if you do not fundamentally change things. 

So at Duke we went in and we changed everything, from how we 
planned, to how we reward, to how we promote. You must take a 
holistic approach. Today we use the Malcolm Baldrige National 
Quality Award criteria to measure the competency, the effective- 
ness, and how well the organization is doing. My first recommenda- 
tion is that every government agency assess themselves against 
those criteria. They are the best we have found for how well your 
organization functions, and I think they apply from the Charlotte 
Hornets to the executive branch of the government. 

The bottom line in industry is always results and not the pro- 
gram of the month. But at Dtute productivity increases, our organi- 
zation is flatter, our customer satisfaction is up, and our prices are 
down. With all of that said, the most difficult part of all of this is 
the elimination of jobs. As you drive efficiency into the organiza- 
tion, you get clear about what business is, you eliminate jobs. To 
not recognize that and understand that and deal with that up front 
is inappropriate. Thank you very much. 

[The prepared statement of Mr. Rolfe follows:] 
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DUKE POWER 
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Good morning. My name is Chris Rolfe, Vice-President of Organization 
Effectiveness with Duke Power Company. Duke Power is the sixth-largest 
investor-owned electric utility In the United States, serving 1.7 million customers 
across a 20,000 square mile service area in North and South Carolina. I'm 
pleased to be here today before the Committee on Government Reform and 
Oversight on behalf of Duka Power to share some of our experiences In 
integrating total quality into our business. We believe that good, efficient 
government is in the best interests of both Duke Power and our customers. We 
all have a stake in the long-term growth of not only our region but of the nation 
as a whole. And, although Duke Power is not a governmental agency, we 
believe that the principles we have applied to improve our business can be 
applied to government as well. 

When we think of reorganizing or re-engineering our government we think of 
privatization. Privatization is similar to outsourcing at our company, and It does 
two things for us First, outsourcing gels an enterprise, or the government, out 
of businesses that are not its core competencies and allows us to focus on what 
we do best. At Duke Power we outsource things like security and tree trimming 
because they are not our core competencies. Second, outsourcing brings the 
discipline of the marketplace to previously monopolistic entities. But, I'm not 
here today to talk about the merits of privatization. Privatization can be a good 
option to pursue, but we think there are other ways to improve efficiencies in 
business through the application of cutting edge management practices, just as 
we have done at Duke. 

The wake-up call came for us in the form of competition, beginning in the late 
70’8. The environment began to change with declining sales and rising costs. 
We canceled power plants, were starved for cash, had construction layoffs and 
massive rate increases. And, in 1988 when we had the first-ever non- 
construction layoff, we shattered forever our contract with employees. It was 
painful, but we knew the environment was changing faster than we were, and if 
we didn't take an active role in managing our destiny then we just might not be 
around to have one. 
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We introduced total quality management at Duke in 1990. We took a "hoiistic” 
approach-we organized around quality, implemented a strategic planning 
process and created an awareness around quality through intensive 
communications and training for all employees. We then aligned our systems 
around quality, established measures of our progress and deployed the tools 
necessary to integrate quality into the business, such as business process 
improvement. And, we celebrated our successes along the way. 

We found that aligning our systems around quality was crilical and we linked 
rewards to company performance. We revamped the human systems including 
compensation and leadership development ..and also aligned other systems 
including budget, planning and communications. 

Today we are doing more and better planning. We use the Malcolm Baldrige 
National Quality Award criteria as a framework and a measure of where we 
stand relative to world-class companies We are driving toward operational 
excellence, customer focus and more cost reduction, with a major concentration 
on improving our processes We are giving heavy emphasis to growth and 
increasing sales and market opportunities through our non-regulated 
businesses. 

Is that improving our business results? Most definitely. Just look at what we 
have bean able to accomplish: 

• Productivity, defined at Duke as Kwh delivered per employee, has increased 
8.2% per year since 1990. 

• Our management span of control has Increased 6.2% per year since 1990. 

• The number of customers served per employee has increased 6.4% per year 
since 1990. 

• Our employee injuries have decreased 60% since 1992. ..and we have an 
aggressive goal of being accident-free by 1998. 

• The five year cumulative total return for Duke is significantly higher than 
other S&P Electrics and the S&P 500. Using 1989 as a baseline year with a 
$100 investment, Duke value has increased 76%, while the S&P Electrics 
were up only 38% and the S&P 500 was up only 52%. 

• Our Baldrige Assessment score is on the rise, with a 125 point increase over 
the past three years 
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• Our nuclear capacity factor is up about 3% per year since 1 990. Our INPO 
and SALP scores are constantly improving and we have completed outages 
at our nuclear plants in record time. 

• Our total cost per Kwh we deliver is dropping. 

• Our bond rating is among the top in the industry among all four rating 
agencies. Duke is consistently a "top five pick* by all agencies for investment 
of choice. 

We have reduced the number of employees over the past five years from more 
than 20,000 to a little over 1 6,000. We recently announced that we would be 
eliminating approximately 900 jobs by the first quarter of 1996, which will put our 
workforce very close to 15,000. And while any vroricforce reduction is painful we 
know that quality improvement doesn't cause jobs to go away...competition and 
a changing marketplace do. 

What we're doing must be working. We haven’t had a price increase in many 
years. But we're not finished and we realize that there is much work left to be 
done. Implementing a quality process for us Is not a ‘nice to have’ but has 
become a condition for doing business. Total quality is just common sense and 
it’s good business. And we know at Duke Power that it works. 

We encourage the United States government to pursue any and all avenues ta 
improve its efficiency and operation. On behalf of Duke Power, I thank you for 
the opportunity to make this statement today. 
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Mr. Davis. Thank you both very much. Let me start the ques- 
tions here with Mrs. Myrick. 

Mrs. Myrick. Well, I wanted to say, Chris, we appreciate all that 
you and Duke have done over the years, to be a part of creating 
some of the solutions that government has put together, very 
much. When you talk about eliminating jobs and, you know, what 
you have done, as you said, starting in 1981, how have you been 
able — I know the job is sacred in the fact the person does not want 
to lose it. But, you know, internally, can you just kind of briefly tell 
us some of the things that you might do to — ^for the employees to 
accept this change and be a part of it? I mean, are they actually 
helping to make Uiose decisions? It is not top-down but 

Mr. Rolfe. I will answer that with a little bit of a tale. I was 
recently talking with a consultant who said, “Chris, tell me about 
Duke Power’s programs to drive efficiency in.” And talking in a 
very top-down way. 

Aid I said, “Well, I cannot do that because now we have 15,000 
people driving efficiency, coming up with ideas, changing the way 
they do business, some of them even eliminating their own jobs.” 

Aid they said, “How did you ever create that?” 

And I said, “Well, you have got to do that by design. There must 
be rewards and opportunities and recognition. If someone elimi- 
nates their iob you do not lay them off, you promote them. It is a 
fundamentally different way of thinking.” 

With that said and done, you must align your fundamental 
human resource systems. You will hear that from me over and 
over. If people are rewarded for longevity and non-risk taking and 
bureaucracy, you will produce that. If they are rewarded for serv- 
ing customers, driving efficiency into operations, costs out, then 
you will get that. 

But to achieve that what you must do is mve people information. 
If you look at a company like a UPS which lias people serving cus- 
tomers on the front line making veiy important decisions, not going 
back up for approval, these people nave information about the cus- 
tomers in the truck. And it takes fundamental information to make 
decisions. Communications, information, and redesign of H.R. sys- 
tems. Those are the way you start to do it. And if you ignore those 
things it will just be management fad of the month. If that answers 
your question. 

Mr. Davis. Thank you very much. The gentleman from South 
Carolina. 

Mr. Spratt. Thank you both for excellent testimony. I was re- 
minded when Wendell White was here earlier talking about — ^he 
mentioned Mike Walsh, and Mike Walsh is an old friend and a law 
school classmate and he — I think I heard the speech he heard him 
make on CSPA^. The word he used was not “persistence” but “re- 
lentless.” 

Mr. Rolfe. Exactly. 

Mr. Spratt. And he also liked to use the word “holistic,” which 
brought him back to mind that it had to be absolutely total change 
top to bottom. And I think the sleeper issue — it seldom comes to 
the surface in the Federal Government — is how do we attract bet- 
ter people to work for the government? We have just gotten 
through rewriting the procurement code for the fifth time since I 
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have been in Congress, tiy to improve the efficiency of the manner 
in which government procures goods and services. And I added a 
modest amendment that would allow the Defense Department 
some more latitude — somewhat more latitude in getting people out- 
side the Civil Service or in at least promoting and rewarding and 
penalizing those who worked well within the procurement service, 
not being bound by the rigid rules of the Civil Service, particularly 
on big weapon system procurement. I think it is a fundamentally 
critical problem and one that is not being addressed at all at the 
Federal level. 

And it — unfortunately, as we trash government, particularly the 
Federal Government, as we parade these anecdotes about how inef- 
ficient and horrible it is, we are only — only serve to discourage any- 
body from wanting to work with the organization who has very 
high aspirations, ^d so we work against the — what I think is the 
ultimate goal. 

Let me ask you just a couple of particular questions, Mr. Lawson. 
When a report like yours gets submitted to the Postal Service usu- 
ally some disgruntled ratepayer — and Duke Power Co. has had this 
experience certainly in the 1970’s — will bring it to the rate commis- 
sion and say, “This means — this is tangible evidence they can do 
cost — they can do business for $75 to $100 million less.* Is that 
process not working in the ratemaking procedures of the Postal 
Service? 

Mr. Lawson. I do not know whether it is or not, Mr. Spratt. 
But — ^because I think you have to look at consultant reports 
through multiple eyes. Being-having been in the business as long 
as I have I am going to be real candid. Even ourselves, who are 
the best consultants in the country, have jobs that fail. As a matter 
of fact 

Mr. Spratt. Have jobs that are what? 

Mr. Lawson. Have jobs that fail. Once we put it in we walk out 
the door and a week later, a month later, or a year later it is in 
shambles and they do not use what they get. 

In the government it is even worse because so many government 
agencies hire consultants to make studies. And the specifications of 
the studies are made up in such a way that they give them the an- 
swer they want. In addition to that, there have been a lot of stud- 
ies over the years made by consultants who elected officials have 
engaged to come in to make what they call productivity studies for 
the purpose of determining where can we save money. And I re- 
member there was one made right here in North Carolina several 
years ago. And they made the study and they said, “If you will do 
all these things you will save $60 million a year.” And they did not 
do any of the things. But 2 years later when the Governor was up 
for reelection he bragged about saving $60 million. And that is the 
w^ the government works with consultants. 

So, internally I think it is very difficult to get things up to the 
top level. We were hired by a group down in Oklahoma to do this 
thing. And I doubt if the people in Washington were really aware 
of eveiything that was going on. 

Mr. Spratt. Thank you both for excellent testimony. 

Mr. Davis. Thank you veiy much. 

Any questions over here? Mr. Fox. 
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Mr. Fox. Thank you, Mr. Chairman. I would ask a question to 
Mr. Rolfe. With regard to your success in total quality management 
at Duke how were you able to instill with the employees the — you 
know, what incentives were used to get them on board, other than 
the company winning an award or the company doing better? How 
did they tie it back to their own job to be preserved or their own 
situation to be improved so that they could buy into it? 

Mr. Rolfe. Sure. At Duke, by the way, the acronym is WIIFM, 
“What is in it for me?” which is a 

Mr. Fox. Like most other places in the country, right? 

Mr. Rolfe. Sure. Why would you not ask that question? That 
has to do with the communications that Mrs. Myrick asked about. 
People have to understand that the future of the enterprise and 
their futures are inextricably linked and it is not an “us versus 
them,” it is truly us. And collectively we will succeed or fail. And 
I have got to tell you, that is not an easy message to get through 
the organization. 

With that said, we measure that understanding. That is one of 
the key indicators; that I understand that my job depends on the 
success of the enterprise and serving the customer in the market- 
place. We measure that through the employee opinion survey. And 
that is one of the key questions that we watch. And the growth in 
understanding of that question is probably the second most positive 
trend on the employee opinion survey. 

So, you are exactly right, it is a communication, it is an under- 
standing, it is both intellectual and emotional. But you must do 
that. And you must — and it must be true. It cannot be fictitious. 
People must see how their 

Mr. Fox. How do we get the leap of faith from the private sector 
to the public sector? Because in the public sector it has always 
been, well, if you have been here a few years you are not going to 
lose your job ever so — ^but in the private sector if you do not do a 
good job you may be out of a job. So how do get that leap of faith 
in the public sector that maybe their job mi^t be — might not be 
there, or your chances for advancement within the organization, be 
it public or private sector, are contingent on to what degree of en- 
thusiasm and increased experience level you are achieving in order 
to make your self-worth be increased? 

Mr. Rolfe. So I am going to answer that 

Mr. Fox. So I am asking you how to take your private sector 

Mr. Rolfe. Model? 

Mr. Fox [continuing]. Model and then put it on the public sector? 

Mr. Rolfe. Let me preface that by saying that I spent 2 years 
of my life traveling America and Japan, understanding how these 
companies that have — that you read about do what they do; the 
Motorolas and the Toyotas. And I remember I came back to Duke 
Power and I would tell these stories. And they would say, “Well, 
Chris, that is wery interesting. But, you see, we are a utility and 
none of that applies to us. Because they are in real business and 
we are in quasi-business.” 

So I have spoken to a number of government agencies over the 
last several years. And they say, “Wml, Chris, that is a great story 
you tell about Duke Power successes. But, you see, none of that ap- 
plies to us because we are government.” So with that said and 
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done: One, it absolutely does apply, but you must think about it 
differently. 

And I come right back down to it. If you do not fundamentally 
change the systems of promotion, success, benchmarking where 
Congress says, “Here is a standard that UPS can deliver mail for. 
Meet it or we will get out of the business.” Which is what we have 
to do with our company. That is how you get there. But that is the 
value of benchmarking, competitive comparisons, and changing the 
way the company operates. 

Mr. Fox. Mr. Lawson, did you want to comment on that at all 
or was it more — I did not know if you had a different 

Mr. Lawson. Another thing I — there were some previous ques- 
tions that Mr. Mica and Mr. Davis asked that I thought I might 
want to mention if I had a chance. And first of all, Mr. Davis asked 
about some relationship between the Federal Government and the 
local governments and how they are hindering or helping them to 
operate. And I believe right here in Charlotte we have a prime ex- 
ample where the Federal Government has messed up what a local 
government can do. And that is in our transit system. 

We accept these Federal funds, and it is not very much any 
more. It is only about less than $1 million a year, I think, just to 
help on the operation and you buy a few buses. And that is it, man; 
you cannot move. Not only that, you have to do what people up in 
Detroit and Pittsburgh and New York and other people — ^you got to 
have a union to run it, you have to have a collective bargaining 
agreement in order to operate those buses which have been paid 
for by the Federal Government. 

Mr. Davis. I think it is Section 13[c] makes a replacement 

Mr. Lawson. Yes. 

Mr. Davis. We came very close to getting rid of it this year in 
the House. 

Mr. Lawson. Did you? 

Mr. Davis. We lost by just a handful of votes. 

Mr. Lawson. Well, the answer there I think is — what we had to 
do here in Charlotte was, the city owns the thing, pays for it, and 
we had to hire a front guy to run it. And we pay him an adminis- 
trative fee to run the transit system. So the answer there is 

The other thing I would like to mention, just one thing here, and 
that is Bill James talked about an oversight committee lor account- 
ability on privatization. I believe it is mighty important that what- 
ever you are able to accomplish in terms of forcing people to do 
things, somebody is watching what they do and there is some ac- 
countability and feedback on what in fact really happens. Because 
a lot of savings that are talked about, as Mr. Rogers from the Con- 
cord Coalition mentioned, there is a lot of funny savings that go on 
and there is a lot of temporary savings. These things should be per- 
manent and measurable savings or else, you know, you are iust 
blowing wind. 

And finally. Bill James also mentioned the problem of selling air- 
ports and other assets. In April 1992, President Bush issued an Ex- 
ecutive order which made it easy for local governments to divest 
themselves of assets that were initially funded by the Federal Gov- 
ernment. And I believe that this Executive order ought to be pulled 
out from the cabinet by your committee and you ought to look at 
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that and see if you cannot push to have that implemented more. 
It would enable cities like Charlotte to translate that airport, which 
is a good economic development tool but which is bringing no reve- 
nue at all into the city coffers, into a situation where you could sell 
part of that thing or privatize it and get funds out shared with the 
Federal Government, so that we could reduce our debt and put 
more money into schools and into parks and the things that we — 
and the broken infrastructure that we have. So I just wanted to 
mention that. 

Mr. Clinger. Just on your last point there, that is a source of 
major debate right now going on in the other committee on which 
I serve, which is the Transportation and Infrastructure Committee. 
Right now, as you know, imder existing law no money generated 
by an airport can be used off-airport. I mean, and that has been 
a major 

Mr. Lawson. Exactly. Exactly. 

Mr. Clinger. Mayor Riordan in Los Angeles really brought this 
to the fore because he was talking about privatizing LAX and then 
using the funds for the city. And I think it makes some sense. The 
argument against it is that these are people who are transitting 
that airport, maybe you do not have any real relationship to the 
city. And, you know, that they are — there is some other — some of 
the traveling public resists that happening. I mean, they feel that 
it should be kept at the airport, so that 

Mr. Lawson. Well, that is like there was some talk about selling 
our cemeteries here. See, Charlotte is in the cemetery business, as 
well as the entertainment business, the airport business, the utility 
business. 

Mr. Clinger. Right. 

Mr. Lawson. And they also govern. 

Mr. Davis. Were there not some grave concerns about that 
or 

Mr. Lawson. Oh, yeah. I mean, gee, you know — [laughter.] 

You know, whatever you are going to sell there is somebody that 
hopes you do not do it for some reason. 

Mr. Bass. You are going to dig your way out of that one. 

Mrs. Myrick. Yes. [Laughter.] 

Mr. Lawson. And, boy, they raised all kinds of heck. And even — 
I am a Catholic, and my bishop came down and he made an impas- 
sioned plea not to sell the cemeteries because the poor people can- 
not get buried. Well, they will get buried. But why does the city 
have to run it? Thank you. 

Mr. Clinger. Mr. Davis. 

Mr. Davis. If I could just ask a couple of questions. This is great. 
I could stay here all day and talk about 

Mr. Lawson. Well, so could I. 

Mr. Davis. I can see that. But I have always felt that you — one 
of the reasons we are sending some of these issues back to the 
States, we are taking away so many — and not increasing unfunded 
mandates, that came out of this committee. It is so hard to get any 
change in Washington because you — as you talk with the Postal 
Service you have interest group blocking interest group, and it is 
difficult to get change there. But out here in real America you get 
more innovation ana more changes. 
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And by and large, when you start sending programs down to the 
States you are going to get some States that frankly do not do as 
good a job as Washington, and you are going to get some who do 
a lot better job. And over time you are going to — the States that 
do not do as well should learn from the ones doing a better job. 

But you still have the underlying problem in government, the 
fact that we are — what drives the bottom line? In business it is the 
dollar. You would not be laying off all those people if you did not 
have to worry about answering to shareholders and the bottom 
line. But in government measuring efficiency is much, much more 
difficult. Privatization I have found can be one tool sometimes to 
measure that because you can go out in the private sector and 
measure how well you are doing something versus how well some- 
body else can do the same thing. 

But I just — kind of in an open-ended way: Government is not 
driven by the bottom line. Government has certain rules and regu- 
lations on procurement, on open meetings and so on that you do 
not have in the private sector, that inherently make the private 
sector more efficient. I am not sure where you find the balance, but 
I just throw that in as a general comment to both of you. 

Mr. Rolfe. Yes. 

Mr. Davis. How we can make government more 

Mr. Rolfe. And it is problematic, but we believe solvable. I 
mean, I really want to say that. Yes, but you can think your way 
through that. 

Mr. Lawson. If you are managing an activity, you know, just put 
it like an island all by itself, and if it is being managed it does not 
make any difference whether it is within the government or utility 
or private business or a non-profit organization. There are just 
good rules of management you have got to follow in utilizing your 
resources. 

Mr. Davis. But the other problem for government is — and David 
Osborne makes this point in his book about reinventing govern- 
ment — that you have a lot of people in government that are doing 
good jobs, but in many cases they are performing tasks well, but 
their task is not worth performing, they are written under refla- 
tions that should not have been written and on forms that did not 
need to be printed. And how do you measure — and I guess that 
gets philosophical sometimes over what 

Mr. Lawson. Well, I think there are two measures you want. 
One is what results you are getting, what service you are provid- 
ing. 

Mr. Davis. Exactly. 

Mr. Lawson. But I think the other side of the coin is what is it 
taking you to do it? And I told you our whole area of work is in 
the area of work management. And in any work management activ- 
ity most of the government units I see do not have any work man- 
agement. Things just happen. And if they reduce manpower they 
do not do some things they did before. And if you are in say street 
maintenance you do not know that for maybe 5 or 10 years down 
the road when the streets fall apart, because today it does not 
make any difference if you do not repave it. So you need to meas- 
ure what they are doing. And it is possible to measure enterprises. 
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human enterprise. And I encourage that in any oversight commit- 
tee. 

Mr. Rolfe. Let me — sir, in the early 1980’s when our prices were 
going up and we would get together in rooms much like this and 
fret over cost reduction and maybe have a program or something 
around that, the fundamental question was senior management 
had no idea which activities did not add value. We just were not 
close enough to the work. I mean, we could meet and we could talk, 
but we did not know. See, only a few people — but what they did 
not know was where this enterprise had to go and what the com- 
petition and the market and the customers were demanding. And, 
you see, we had not told them. I mean, because they did not need 
to know, or so we thought. 

So at Duke — and I do not want to bog us down in our lexicon, 
but we call it planning, some people call it MBO. It is the clarity 
of the organization around what business we are in, what our cus- 
tomers demand, and what it takes to stay in business. And we 
found that as we pushed that down people would start saying, 
“Why do I fill out this form? It is a waste of my time and yours.” 
And gradually the efficiencies start to come bottom-up. But it is 
premised on the fact that the senior management of the enterprise, 
the senior management of the department, if you will in govern- 
ment, knows what it is trying to accomplish and communicates 
that. 

So yes, they are out there, but I do not think you are going to 
find inefficiencies like that top-down. I do not think you are smart 
enough. 

Mr. Davis. I concur. I think you are probably right, too. 

Mr. Rolfe. Yes. And it is a laborious cultural change process be- 
cause we did not train workers to work that way. But where enter- 
prises have, the results are staggering and irrefutable. 

Mr. Clinger. I think that is a lesson that we could very well 
take to heart. 

Mr. Rolfe. May I make one other comment about selling of as- 
sets? 

Mr. Clinger. Sure. 

Mr. Rolfe. And I have heard this. I am a simple guy and I am 
not an accountant, I am just an engineer. But I know at home we 
understand that if you sell your home, which is an asset, a capital 
asset, to cover living expenses, in the long run you will be bank- 
rupt. You are just kidding yourself if you think you are liquidating 
assets to create short-term cash-flow. And if the purpose is to liq- 
uidate to create a paper boom and then not fundamentally fix the 
systemic problems, 18 years from now our children will be right 
back in this room. 

Mr. Davis. If I could, I mean, it is reoccurring — ^you need reoccur- 
ring revenues for reoccurring expenditures. And when you take a 
one-time shot like that 

Mr. Rolfe. Exactly. 

Mr. Davis [continuing]. If you do not invest it in capital 

Mr. Lawson. Exactly. 

Mr. Davis [continuing]. Call it, your base does not change. You 
are correct. 
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Mr. Rolfe. The Rolfes can sell their home and if we redeploy the 
capital 

Mr. Daves. That is a good — that is a good analog. 

Mr. Rolfe [continuing]. In a higher value use, that is smart. 

Mr. Davis. And most local governments do what you are talking 
about. They — not all of them, but a lot — the good ones do. But the 
Federal Government does not do that at all. And that is a good 
point. We use the one-time revenue and it does not do anything to 
the base. 

Mr. Rolfe. No. 

Mr. Spratt. Could I observe, Mr. Chairman, the witness for 
Duke Power Co. just made a good case for not selling the Power 
Market Administration. 

Mr. Rolfe. We would like to speak about that. [Laughter.] 

Mr. Clinger. Gentleman — Mr. Rolfe and Mr. Lawson, thank you 
very, very much. 

Mr. Spratt. He gets an opportimity for a rejoinder on that. Do 
you want 

Mr. Clinger. He says he wants to speak about that. 

Mr. Spratt. Oh, OK. 

Mr. Rolfe. But there are efficiencies to be gained in the market- 
place. [Laughter.] 

Mr. Clinger. Thank you both very, very much. 

Before we go to our second open mic segment. Congresswoman 
Myrick informs me that Mr. Pat McCroty, Mayor Pro Tern of the 
city, is present. And Mayor, would you lilce to speak from that po- 
dium right up there for a moment. 

STATEMENT OF PAT McCRORY, MAYOR PRO TEMPORE, 
CHARLOTTE, NC 

Mr. McCrory. I just want to take a minute of your time first of 
all to thank you for coming to Charlotte, NC. And I especially am 
very pleased to see our former mayor. Sue Myrick. Sue, you are 
looking very comfortable in that chair. [Laughter.] 

And I urge you not to get too comfortable again. 

Mrs. Myrick. Do not worry. 

Mr. McCrory. We are very pleased that you are here today. As 
you see from the speakers that we have had this morning, from 
Mayor Vinroot to Wendell White to Barney Lawson to Chris Rolfe, 
we believe in innovation, we believe in solutions in Charlotte, NC. 
And I think the main message I want to give to you regarding the 
Federal Government is: Let us be innovative. Let us find solutions. 
Do not put road blocks in our way. 

As Mr. Lawson stated, we have a major road block in the area 
of transportation, where we are looking in the area of mass transit 
with very limited dollars but very tough needs in this community 
regarding transit. We look for more innovative ways to operate our 
transit facilities, and vet we are constrained because we take less 
than $1 million from the Federal Government. 

In fact, we are questioning now is it worth it to even take the 
money. Could we do better without taking the Federal dollars, and 
would we end up saving money in the long run because of the inno- 
vative ideas that many of you have heard today? That is a very, 
very difficult decision. But it is a decision that we are now con- 
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templating at the local level, on whether or not it is worth it to 
take the Federal dollars if you put so many strings behind those 
Federal dollars. So what I ask of you is first look at the strings 
that you are tying our hands with in not allowing us the flexibility, 
the adaptations to our specific local needs. 

The second major point I want to give you is this, is that as you 
pass more things down to the State, which we are very pleased 
with because we — as a Republican and as a conservative, we be- 
lieve the closer to the people you are the more you can be adapt- 
able and flexible to the specific needs. As Chris Rolfe says, what 
works in Japan might not work in Detroit, but still some of the 
same concepts can apply and you can then make them adaptable 
to your own situations. 

But what we ask of you is: Remember, as you hand it down to 
the States, we in the urban cities also must fight with the States. 
North Carolina is a State which is dominated by rural legislators 
which do not have the same urban needs and face the urban prob- 
lems that we have here in Charlotte, Winston-Salem, Greensboro, 
and Durham. So also give us some flexibility, even in working with 
the State, to be able to obtain some of those fundings, and also 
force the States to untie our hands at the city level. I do not have 
the specific way on how to do that, but as Sue would tell you many 
stories here in North Carolina during her tenure as mayor, during 
her two terms as mayor, is that we not only have to fight with 
Washington, we also have to struggle with Raleigh to give us that 
local flexibility. That is a major challenge that we have in these — 
in our cities right now. So keep that in mind, also. 

And again, welcome to Charlotte. We hope you will get lunch 
sooner or later today. We actually have very good food here in 
Charlotte and we hope you enjoy one of the fine restaurants in our 
city. TTiank you very much. And Mr. Spratt, it is good to have you 
nearby, also. 

Mr. Spratt. Thank you very much. I wanted to take them to 
Spratt’s today but unfortunately we have got lunch back here. 

Mr. McCrory. Mrs. Myrick may try to take you to Green’s Hot 
Dog down the — down — [laughter.] 

Mr. Clinger. Thank you very, very much. Just an anecdotal 
thing on your point about, you know, do not tie us down with too 
many reflations, too many restrictions. We did a study of when 
we used to be in the business for construction grants for 
wastewater treatment systems which we are no longer involved in, 
but a study was done as to how long it took if you went through 
the process, through the EPA fvmding process and all of that and 
all the requirements, it was about 11 to 12 years from start to fin- 
ish, from the inception of the idea to the completion of the project. 
Whereas if you went into the bond market, basically ignored the 
Federal Government altogether, you could do it in about 3. So there 
is an incredible lag there. 

Mr. McCrory. Well, in fact, that is a strong argument to allow 
us flexibility. Change is occurring so quickly in technology and 
competition and just determining what role government should be 
in. Chris Rolfe — I also work for Duke Power Co. In fact, Chris is 
my boss. The utility industry is changing so rapidly, as with — as 
is IBM, as is 3M, as is Motorola. Government is starting to change 
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and beii^ forced to change at the same pace. Because we in Char- 
lotte, NC, are competing with other States, with other cities, and 
now other nations in trying to keep this a city of opportunity. And 
so if we are going to be competitive at this city we need to be able 
to move much faster than we ever thought of in the past. And that 
is a selling point to Washington, and that is also a selling point 
that we have to make to our constituents and also to our city em- 
ployees. That is a change. And that is our biggest challenge, is 
change right now. 

Mr. Clinger. Thank you again. 

Mr. McCrory. Thank you again. 

Mr. Clinger. Now I have got to pull some tickets out of our grab 
bag here and see if any of our people would like to participate at 
this point. The number I have is 6548. There we are. And while 
this gentleman is coming down I will call the next number, which 
is 6551. And if you would, just state your name and your affili- 
ation, if you have one, sir. 

STATEMENT OF TOM BAILEY, GUILFORD COUNTY, NC 

Mr. Bailey. My name is Tom Bailey. I was contacted by my 
party, the Libertarian Party, about possibly testifying before your 
committee. I make the same caveat Mark Seiler made, which is 
that I am speaking unofficially. I have not submitted my remarks 
to the party and they are my own. The reason they contacted me 
was that I am a Libertarian who was holding public office. I have 
had a seat on the Guilford County Board of Adjustments. Some- 
times I call myself a pari-judicial. The Board of Adjustments is a 
quasi-judicial body which makes rulings on the zoning ordinance. 
They have the power to grant special use permits and they can in- 
terpret that ordinance. 

It is an interesting position for a Libertarian. As you may be 
aware. Libertarians are not keen on governmental interference 
with private citizens’ use of their property. At the same time, they 
do believe — Libertarians do believe that a group of citizens has 
every right to enter into a contract between themselves agreeing to 
specific uses of their property, and they may then hire someone to 
administer that contract if they wish, which would be a govern- 
mental entity in this case. 

However, I would like to testify concerning something that has 
nothing to do with my public office. If you are sincere about reform- 
ing government I would like to suggest that you start by giving us 
back our vote. The only power we as citizens have over our govern- 
ment, short of armed rebellion, is our power at the polling booth. 
Indeed, our founders instituted that power to substitute for armed 
rebellion. Unfortunately, our right to vote has been infringed to the 
point of meaninglessness. North Carolina has instituted certain 
ballot restrictions that are not founded on a constitution. 

The State has passed ordinances forbidding the Board of Elec- 
tions to count any vote for anyone who is not a qualified candidate 
by meeting these CTeater restrictions. The State instituted these 
laws in the name of protecting the voters from cluttered ballots and 
frivolous candidates. The result has been that in the 1994 elections 
there was only one qualified candidate in two out of three races on 
my ballot. By statute, votes for anyone else could not be counted. 
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even if the vote was for someone who met the constitutional re- 
quirements to hold the office. 

Recently I have noticed the paper or the media has had a good 
time poking fun at Saddam Hussein because of his recent election 
where he received 99.96 percent of the vote. But apparently — ^that 
says to me that apparently 4 people in 1,000 were able to cast a 
vote against Saddam Hussein. 

I am in the Sixth Congressional District here in North Carolina 
which is Howard Coble’s district. I know Howard Coble; I have met 
him and spoken with him on several occasions. I like him. He is 
a fine man. But he was one of the candidates on my ballot who was 
running unopposed. Howard Coble did better than Saddam Hus- 
sein; he got 100 percent of the vote. Not only he got 100 percent 
of the vote, but two-thirds of the candidates on my ballot got 100 
percent of the vote. 

Mr. Davis. Can I ask you a question, Mr. Bailey? Not to inter- 
rupt, but that is because nobody ran against him; right? 

Mr. Bailey. Somebody should have run against him. However, it 
is 

Mr. Davis. Right. But, I mean, nobody filed. Anybody could have 
filed against him. 

Mr. Bailey. Only another Democrat could have filed to run 
against him because — or if you were going to be an independent 
you would have to petition. Now, our most famous example of an 
independent recently is Ross Perot. Ross Perot spent $2V2 million 
to achieve ballot access in all 50 States. That was 250 — or $ 2 V 2 
million that none of his opponents had to spend. I mean, you know, 
Mr. Clinton was not — so Mr. Clinton had a $21/2 million jump on 
Ross Perot. The same applies for the Libertarian Party. It cost the 
Libertarian Party three-quarters of their treasury in 1992 to 
achieve ballot status. Now, that was in addition, before we spent 
the first dime on campaign. 

But all that is beside the point as far as political parties is con- 
cerned. What I am really complaining about is the fact that I, as 
an individual citizen, was not allowed to cast my vote for anyone 
except Howard Coble. Effectively this disenfranchises me. I nave 
lost my right to vote. I think that — I mean, it is — like I said, I liked 
Howard Coble. But he voted for GATT and he voted for NAFTA, 
both of which I oppose. Now, whether I am right or wrong in oppos- 
ing GATT or NAFTA, I would like to send a message to Howard 
C(^le. I — you know, my guy does not have to win, but you at least 
have to count my vote. And my vote could not be counted. You 
know, I could vote for Richard Petty. He is a famous Republican 
in my neck of the woods in the Sixth District. I believe there could 
be a write-in campaign generated for him. But, you know, we still 
might not be able to win, but at least we can send a message. 

Mr. Clinger. You are saying that under State law you could not 
mount a write-in campaign for another candidate? 

Mr. Bailey. Not unless the candidate who I wrote in would have 
to meet additional requirements 

Mr. Clinger. I see what you are saying. 

Mr. Bailey [continuing]. Besides those in the constitution. 

Mr. Clinger. You are saying that the party — the two-party sys- 
tem basically is precluding you of 
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Mr. Davis. No, I think he is saying an independent can file, you 
just have to go through some added 

Mr. Bailey. An independent has to petition, though. 

Mr. Clinger. An extra step. Yes. 

Mr. Bailey. And what I am saying is it requires a great deal 
more effort. You spend a CTeat deal more money which is not di- 
rected at campaigning whiai your opponent does not have to do. 

Mr. Davis. But you spend a lot of money getting nominated 
through the party process that you would not have to if you filed 
as an independent. 

Mr. Bailey. That may be, except in the case of petitioning, the 
party prints up the petitions, circulates the petitions, possibly hires 
people to gather the signatures. Whereas in a primary election the 
State pays for renting a polling place, providing the ballots, collect- 
ing the — or the votes, counting the votes. All of that is paid for by 
the State. Whereas the petition is all paid for by the party. It is 
not a fair comparison. 

Mr. Clinger. Thank you, sir. I think we are ^ing to have to 
move along and get some other comments here. Thank you very 
much for participating. 

Mr. Bailey. Thank you. 

Mr. Clinger. Do we have 6551? And following that would be 
6547, if 6547 is in the audience. 

Good afternoon. 

STATEMENT OF CHERYL COTTINGHAM, GASTONIA, NC 

Ms. CoTTiNGHAM. Hi. I am Cheryl Cottingham. I am from Gasto- 
nia. I am here as an individual. I am here as a family owned, small 
business person. And also I am here with Citizens Against Govern- 
ment Waste. Creating a 21st century government, yeah, we defi- 
nitely do but we have got to get there, so we have got to reform, 
and downsize government, as you all know that. 

I am here on selfish motives, too. The Clean Air Act, the Clean 
Water Act, the EPA. Like I said, we have a small business. They 
regulate pollutants the wrong way. They go after the ones that are 
already permitted, already in compliance, not the ones that do not. 
And that would eliminate pollutions all over. 

I am trying to keep our business alive. Right now they have 
started the one on the chromium regulations and it is a killer. It 
requires tremendous paperwork, it requires a lot of money, a lot of 
monitoring. We have 10 employees. You have to even get your pa- 
perwork certified by an engineer, which a lot of large companies 
have but not small businesses. So they forgot about common sense 
and the small business when this bill was wrote, when the law was 
passed. It became law January 1, 1995. 

But I am — we all need to fight pollution, that is true. But in our 
case we emit less than 1 pound a year, but we are treated like we 
emit 70 tons, which is truly unfair. And I am hoping that maybe 
you all can do something to help us with EPA regulations and 
OSHA and everything. Small businesses do need help. 

The Clean Water Act, there is just more regulations. Enforce 
what is in effect. Do not allow dumping, do not allow direct dis- 
charge to creeks and waters, and that would help eliminate tre- 
mendous amounts of pollution. 
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And the American Family Owned Business Act, I hope you can 
help us out there, too, to relieve some tax burdens and help busi- 
nesses get passed on to the second generation. 

I would like to see a bill passed on showing all hidden taxes so 
everybody can see what they are paying for. lliere is labeling laws, 
everything has to be put on a label, content, safety hazards, that. 
Why not go ahead and attach those hidden taxes right there on the 
label so everybody can see where their money is going. We work 
hard, we pay payroll taxes, then we get to go to the store and pay 
excise taxes which are hidden, hidden at the pump, hidden on your 
cigarettes, Kool-Aid, everything else. And then, on top of that, we 
get to pay sales tax. So help us stop some of those. 

And then now we have got the fees. The fees come along, manda- 
tory fees. OK, these are just another tax; but no, our politician did 
not raise our tax but he gave us more fees that you cannot even 
write off on your tax return. 

And one of the things I would like to see stopped is Earned In- 
come Credit. And I know you have all heard a lot about it. But why 
allow a person, not putting any money into the system, to get it 
back? I do not know of any bank that will let you t^e more money 
out than you put in. So we could help balance the budget there a 
lot. 

And one big question I have; I would like to know the definition 
of “wealthy.” Everything I read says, oh, the wealthy are ptting 
all the benefits. They are helping the rich, helping the wealthy and 
just killing the poor, taking everything away. So that is mainly 
most of my story here. And I would just love to know the meaning 
of “wealthy” because I seem to be in that category of all the taxes 
but none of the wealth. [Laughter.] 

Mr. CuNGER. I think “wealthy” is in the eye of the beholder, 
probably. One man’s wealth is somebody else’s poverty. But I thank 
you vfery much for your contribution. I would tell you that in our 
committee we do have jurisdiction over some of the elements that 
you mentioned in your comments. One is the Paperwork Reduction 
Act which is a product of our committee which has been on the 
books for some time. I think that it has not been exactly vigorously 
implemented in many areas, and we are trying to do a better job 
at reducing the amount of paperwork that is imposed upon not only 
State and local government, but also on private businesses. Be- 
cause our sense is that a lot of the paperwork that you go through 
costs you a lot of money and nobody ever looks at it. 

Ms. COTTINGHAM. Exactly. Yeah. Well, this is just our permit we 
have now for air. This is just one of them. Not the water one, this 
is just air. Well, now we go into Title 5, so that brings us to about 
this thick with paperwork. 

Mr. Clinger. Yes. There has to be some measure of reason in- 
volved here. We need to be on top of what is going on in terms of 
the pollution and in terms of the environment. But we also have 
made it almost so oppressive that we are literally putting people 
at risk. And I hear your comments. Thank you very much. 

Ms. COTTiNGHAM. Thank you. 

Mr. Clinger. 6547. And next would be — on deck would be 6550. 
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STATEMENT OF EARNEST JOHNSON, CARKBORO, NC 

Mr. Johnson. Hi. My name is Earnest Johnson. I am a self-em- 
ployed technical writer from Carrboro, NC, and currently acting 
chair of the Orange County Libertarian Party. 

We have heard a lot today — excuse me — a lot today about exam- 
ples of downsizing in the private sector and a discussion of how 
they can be transferred to the government. But I would like to re- 
mind the members, and to inform them if they do not know of one, 
of an actual event of downsizing government. And that has to do 
with the state of Czechoslovakia — ^the Nation of Czechoslovakia. 
With the breakup of the 

Mr. Clinger. I am sorry, what — ^the Nation of what? 

Mr. Johnson. Czechoslovakia. 

Mr. Clinger. Oh, Czechoslovakia. 

Mr. Johnson. With the breakup of the Eastern Bloc and the So- 
viet Union, a lot of governments there had to face the decision to 
deal with the remnants of failed governments and failed economies. 
Many of the governments — Russia, Hungary, Poland — chose to take 
very timid ways of going about this. They looked at how to reinvent 
their governments to do what they wanted to do, rather than get 
rid of the government. 

Czechoslovakia took the approach of simply getting rid of it. They 
privatized at a very rapid pace. They did not take a tentative ap- 
proach once they decided that a government entity needed to be 
gotten rid of; they did it. They simply put it into the private sector. 
They did not try to contract out, tney did not try to make it more 
competitive or to make it more efficient, they just transferred it. 

And I think the message that I would like to bring to this meet- 
ing is that we should approach the problem with no preconceptions 
that these are things that the government should be doing or that, 
you know, if the government does not do them nobody else will. 
But to ask the question, you know, first of all does the government 
need to be doing this. And if you assume that the government does 
not need to be doing it, how are — are there ways that the private 
sector can do them, and to buildupon that and then base your plan 
on that type. Thank you. 

Mr. Clinger. Thank you very much. Any comment? 

[No response.] 

Mr. Clinger. Thank you very much. 6550? And on deck is 6555. 

STATEMENT OP ELIZABETH BOHL, YADKIN COUNTY, NC 

Ms. Bohl. My name is Elizabeth Bohl. Thank you very much for 
allowing me to speak to you today. I support you and commend you 
for working on downsizing the Department of Energy, and HUD, 
and Education. I provided an editorial supporting the doing away 
with the Department of Education which I hope you can read. 

HUD has not worked for more than 25 years. I grew up in De- 
troit. HUD does not work in Detroit. Today, we heard some testi- 
morw that it works real well here in North Carolina, so maybe you 
need to look at doing away with it where it does not work but keep- 
ing it where it does. 

I have what I call a laundry list of ideas I would like to briefly 
present. I am a member of United We Stand, America; North Caro- 
lina Taxpayers United; League of Women Voters; and For The Peo- 
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pie. 1 am a licensed dietician nutritionist employed at the Yadkin 
County Health Department. I support all the positions of United 
We Stand, but wish to add some ideas of my own. 

Downsize the DOT. North Carolina citizens pay more to the Fed- 
eral Government in gas tax than we get back. Let New York and 
Illinois pay for their own roads and bridges by block granting or 
just letting the States collect the gas tax to maintain their own 
roads. All of the States should want good roads and bridges for 
tourism and to attract industry. If we had term limits we would 
not have to pave the other half of West Virginia. [Laughter.] 

Charlotte roads improved markedly when Mrs. Myrick was the 
mayor over what they had been before, and I am sorry she is not 
here to hear me say that, but they did. 

Eliminate the Office of the Surgeon General and its staff. 

Members of Confess are entiued to a paycheck or a retirement 
check, but not both. No businesses I know of pays anyone both. 
Also eliminate your separate healthcare system. Why is not the 
system the rest of us have good enough for all of you. 

Medicare, Medicaid, food stamps, welfare, and WIC — one of the 
programs I work in — should all be block granted to the States. But 
please leave WIC as a separate program. It has experimentally 
been combined with food stamps and it does not work. I am a li- 
censed nutritionist, and the people in the food stamp pr^am do 
not know enough about nutrition to administer the WIC nrogram. 
And it has been tried and it does not work so please do not do it 
that way. Leave us as — ^leave these things separate. Oh, I am not 
talking fast enough. 

Also things like the school lunch program and the senior nutri- 
tion program should be separate and not combined. 

The Federal Government seems to be unable to catch even Read- 
er’s Digest identified cheats. I gave a copy that I hope the chair- 
man will share with you. I have discussed this with my State rep- 
resentative; she confirms the position the States could do a better 
job with many of these programs. It would be easier and people 
would care more about catching cheaters closer to home. The pro- 
grams could not suit the needs of — the programs could better suit 
the needs of the population. 

I also gave you my handout about counterfeit money which is a 
big concern to me. 

Let the States work out reciprocal agreements. I am against re- 
gional anythirm; all it does is add a layer of government. That is 
basically why Bill Clinton’s healthcare plan did not work. 

Social Security should have no cap on contributions; currently 
about $63,000, 1 believe. I think that wealthy people are better able 
to contribute more to the system. Social Security should be sepa- 
rate from the Federal budget; no more borrowing. 

The IRS. I support a flat tax, preferably that could be docu- 
mented on a postcard. Hall and Rabushka, in their book — and I 
documented where you can get it from there — document the bene- 
fits of eliminating taxes on interest dividends, decreasing or elimi- 
nating the tax on capital gains, raising the standard deduction and 
personal exemptions, and the pros and cons of eliminating the 
mortg^e interest deduction and charitable contributions. 

Mr. Clinger. Ms. Bohl, I am going to have to ask you to 



851 


Ms. Bohl. All right. I will let you read that. 

Mr. Clinger. Thank you. And we will make this part of our 
record. We thank you very much for 

Ms. Bohl. I really would like to say a couple of things about 
some of the things other people talked about today. 

Mr. Clinger. I am atraid we really have to move on. Thank you 
anyway. 

We have about — time for about one more. 6555? And, let us see, 
that is all we have got left. 645? 

Mr. Davis. Let him get up here since he is 

Mr. Clinger. You are on, sir. 

STATEMENT OF JOE MILLER, CHARLOTTE, NC 

Mr. Miller. My name is Joe Miller. I live in Charlotte, NC. I am 
a retired executive of a listed stock exchange — ^American Stock Ex- 
change company. 

I have two parts to my thing. The first one I titled, ‘When are 
taxpayers and voters going to stop the Gravy Train?” Now, first of 
all, you would either agree with us — with me or not that some Sen- 
ators, some congressional representatives and some bureaucrats 
are on a Gravy Train. We believe they are. Here is our evidence. 

Gary L. Bower, president of the Family Research Council, put 
out a memo dated October the 10th of this year which said the fol- 
lowing about retirement benefits of Senators, after discussing Sen- 
ator Nunn’s announcement that he will not run again. I quote him: 
“By the way, with all these Washington politicians walking away 
from the battle it is interesting to look at the retirement benefits 
they will receive courtesy of the taxpayer. For example. Senator 
Nunn will get estimated lifetime benefits of $2.8 million; Senator 
Bradley $2.6 million; Senator Hank Brown $2.6 million. And on 
and on the list goes. Look for Ross Perot to aggressively raise the 
issue of fat politician pensions at a time of belt tightening for the 
rest of the country as part of his populace theme.” And that ends 
his quote. 

But these fat retirement benefits are not only for Congress. Our 
own city manager who spoke to you here earlier today has an esti- 
mated pension, if he lives out or his wife live out their actuarial 
life, that pension is worth $2.5 million. These exorbitant retirement 
benefits are going to go on until either we voters make it absolutely 
clear to all of you elected officials that we want the practice to stop. 
That is that. 

On the UMPTA proCTam that governs our mass transit, Mr. 
Lawson spoke about that earlier today. Charlotte’s budget for 
transportation is about $24 million a year. We get about $8 million 
from the fare box, say $8V2 million, and $1.1 from the Federal Gov- 
ernment. So let us say the sum of those two items are $10 million. 
That means the taxpayers are paying $14 million for our transpor- 
tation in this city. That represents ^out 12V2 percent of the total 
property tax that citizens of Charlotte pay. And yet we cannot run 
our own Transportation Department; you, the Federal Government, 
runs it. You tell us that we have to be — have to have a unionized 
transportation system, you tell us that if we privatize it we have 
to pay all the employees for 6 years after we privatize it. That is 
in the UMPTA Bill. 
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Mr. Davis. That is Section 13. 

Mr. Miller. I beg your pardon? 

Mr. Davis. That is Section 13. So you did not quite say that, but 
that is what it could lead to. We just have a very close vote in the 
House floor on that. We almost 

Mr. Miller. I did not — was not aware of that. 

Mr. Davis. Yes. 

Mr. Miller. Beyond that here is a shocking fact. In this city bus 
drivers with 3 years experience, until just a snort time ago, earned 
more than a police officer with 3 years experience. Now, I do not 
have anything against bus drivers. But it seems to me it is wrong 
to pay a bus driver more than you pay a police officer. 

Also I would like to challenge Chairman Clinger for something 
he said. You were speaking with Ms. Garrett, and you were speak- 
ing about block-granting money back to her. And you said, ‘^ell, 
how can we trust you?” 

Mr. Clinger. No, I said, “Can we trust you?” 

Mr. Miller. Oh, “Can we trust you?” 

Mr. Clinger. Yes. 

Mr. Miller. OK Well, I will put it this way: Can we trust you, 
the Federal Government? You are building today — rebuilding Earl 
Village, not but a few blocks from here, i^ich is a public housing 
development. Before you started rebuilding it had 420 units. It is 
on about 39 acres of land. The land is worth about $30 million, and 
you are spending $41 million to rebuild it. For that $41 million 
plus the $30 million in land you are going to go down from about 
420 units down to 240 units, if you divide $71 million by 240 units, 
they cost $290,000 apiece. Now, can we trust you to spend $290,000 
apiece? Thank you very much. 

Mr. Clinger. Yes, that is a very impressive point. [Applause] 

Very effective point. 

Yes, Mr. Bass. 

Mr. Bass. Thank you very much, Mr. Chairman. I think for the 
record we should clarify the pension issue. The reason why those 
Senators are receiving large pensions is because they participated 
in a program that was eliminated in 1984. I do not think anybody 
is suggesting that any Federal employee or any employee, for that 
matter, who is already entitled to a benefit that was accrued 15 
years earlier have that benefit removed arbitrarily. You just simply 
would not do that. 

I would also point out to you that Members of Congress are now 
in the Federal Retirement System which is essentially identical, 
with one exception, to the retirement system that all the rest of the 
Federal employees have. Congress also pays Social Securify, and 
they have an employee co-payment provision for their Federal 
health benefits, which by the way, in my situation, are not as good 
as those which were provided to me in my company which I worked 
in prior to being in Congress. 

Furthermore, in the reconciliation package which is under con- 
sideration at the end of next week, the accrual rate difference in 
retirement which existed, which is the only difference between 
Members of Congress and the other Federal employees, is going to 
be set at the same standard as Federal employees’ rates. 

Mr. Spratt. Or changed by this committee. 
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Mr. Bass. Yes, exactly, and it was this committee that made the 
change. So, I know that it is tempting sometimes to attack the big 
pensions that Members of Congress get, but sometimes there are 
justifications for these. And in fact this Congress — and I would 

E oint out in a bipartisan fashion the Congress that was controlled 
y the other party in the mid-1980’s changed that system a long 
time ago, and it has really been much more equitable since then. 
Mr. Clinger. Yes. We are going to have to wrap it up. 

Mr. Gutknecht. ok Mr. Chairman, just briefly on the congres- 
sional pensions, this is — I have been doing some work on this and 
I have a bill, and Senator Hank Brown is going to introduce it in 
the Senate I think next week, which would limit congressional pen- 
sion accrual to 12 years of service. Now, you do have to do that pro- 
spectively. There was a case, and I think it may have gone all the 
way to the Supreme Court, called the Christianson case, which 
says you cannot retroactively take away pension benefits of people 
that have accrued. 

But just so everyone understands that if that bill were to pass 
at today’s congressional salary levels, the maximum pension that 
a Member of Congress or Senator could receive would be about 
$27,000. Now, that is still a lot of money, I understand for people 
who are worlung very hard in Charlotte or in Minneapolis, MN, 
making $27,000 a year; but it is a long ways from the pensions you 
read about of $100, $120, $130,000 a year that many of those Mem- 
bers accrued under the old formula. So 

Mr. Miller. Thank you. 

Mr. Clinger. Thank you very much. Obviously you hit a raw 
nerve with that. And we did, indeed. 

Before we close I want to, on behalf of the full committee, thank 
a number of people: Roberta Avery, Melvin Caldwell, and Bill 
Currant of the Mecklenburg Government Center for providing such 
a marvelous facility in which to hold this hearing. And to J.T. Tay- 
lor and Stan Campbell of Representative Myrick’s staff for their 
very hard work in preparing for our visit today. 

I also want to express my appreciation to the witnesses who have 
appeared before us for the very constructive and helpful testimony 
that they gave. And to all of you who are here now and those who 
have left that participated in our open mic session. I think we feel 
that we have really accomplished a great deal in coming here to 
Charlotte today. We have enjoyed the visit very, very much, and 
I can assure you that the testimony we have received today will be 
taken into consideration as we move forward. 

So with that, I again thank you all for coming. I thank my col- 
leagues also for joining in this hearing. And with that the commit- 
tee stands adjourned. 

[Whereupon, at 2 p.m. the committee was adjourned.] 
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